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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


DECREE ON NONCENTRALIZED CAPITAL INVESTMENT FINANCING SOURCES 


Moscow SOBRANIYA POSTANOVLENIY PRAVITEL'STVA ROSSIYSKOY SOVETSKOY FEDERATIVNOY 
SOTSIALISTICHESKOY RKESPUBLIKI in Russian No 7, 1982 pp 98-111 


[Decree No. 41 of RSFSR Council of Ministers: "On Changing and Acknowledging 
as Lapsed Decisions of the RSFSR Government on the Formation and Use of Non- 
Centralized Capital Investment Financing Sources" ] 


[Text] In connection with the 12 November 1981 Decree No. 1088 of the CPSU 
Central Committee and USSR Council of Ministers, "On the Acknowledgement as 
Lapsed of Decrees of the CPSU Central Committee and USSR Council of Ministers 

on the Formation and Use of Noncentralized Capital Investment Financing Sources," 
and the 6 November 1981 Decree No. 1073 of the USSR Council of Ministers, "On 
Changing and Acknowledging as Lapsed Decisions of the USSR Government on the 
Formation and Use of Noncentralized Capital Investment Financing Sources," 

the RSFSR Council of ministers decrees: 


1. To approve the proposed changes in the decisions of the RSFSR Government. 


2. To acknowledge as lapsed decisions of the RSFSk Government in accordance 
with the proposed list. 


3. To make it known that: 


With their Decree No. 1088 of 12 November 1981 the CPSU Central Committee and 
USSR Council of Ministers have acknowledged as lapsed: 


Subpoint "a" of Point 64 and Point 69 of the 10 October 1953 Decree No. 2593 
of the USSR Council of Ministers and CPSU Central Committee, "On Increasing 
the Production of Industrial Consumer Goods and Improving Their Quality," (Sub- 
point "a" of Point 20 and Point 25 of the 5 November Decree No. 1304 of the 


RSFSR Council of Ministers); 


Subpoint "b” of Point 16 of the 13 October 1959 Decree No. 1176 of the CPSU 
Central Committee and USSR Council of Ministers, "On Measures to Increase the 
Production, Expand the Assortment, and Improve the Quality of Everyday Conven- 
ience and Household Goods" (Paragraphs 4 and 5 of Subpoint "a" of Point 22 

of the 24 November 1959 Decree No. 1863 of the RSFSR Council of Ministers). 

















with its Decree No. 1073 of 6 November 1981 the USSR Council of Ministers: 


has set forth: 


Point 57 of the 21 June 1971 Decree No. 408 of the USSR Council of Ministers, 
"On Measures to Improve Supplying the Population and Municipal Enterprises 
and Institutions With Fuel," in the following redaction: 


"57, To permit city fuel organizations, rayon fuel organizations, city (rayon) 
fuel sales organizations, oblast fuel trusts, and other fuel sales organizations 

in the union republics which supply the population with fuel to direct the 

profits of their subordinate enterprises and organizations for the expansion 

and construction of new fuel warehouses and for the acquisition for them of 
equipment in excess of the approved capital investment ceilings."' (Paragraph 12 

of Point 24 of the 6 August 1971 Decree No. 436 of the RSFSR Council of Ministers); 


in the new redaction the list of noncentralized sources whose monies are to 

be assigned beginning with 1981 for the financing of capital investments (attached) 
has been approved by the 2: September 1980 Decree No. 839 of the USSR Council 

of Ministers (Paragraph 1 of Point 1 of the 6 November 1980 Decree No. 539 

of the RSFSR Council of Ministers); 


has acknowledged as lapsed: 


Point 1 of the 15 October 1951 Decree No. 3963 of the USSR Council of Ministers, 
"On Measures to Improve the Work of the Agricultural Flour Milling Enterprises of 
che USSR Ministry of Food Industry" (Point 1 of Section II of the 20 October 1951 
Order No. 608'-p of the RSFSR Council of Ministers); 


Point 3 of the 14 April 1952 Decree No. 1783 of the USSR Council of Ministers, 
"On the Procedure for Making Allotments to the Budget From the Profits of the 
Subsidiary Farms of Enterprises and Institutions" (Point 3 of the 22 April 1952 
Order No. 2965-p of the RSFSR Council of ministers); 


the 13 May 1954 Order No. 5168 of the USSR Council of Ministers (the 18 May 1954 
Order No. 2027-p of the RSFSR Council of Ministers); 


the last paragraph of Point 4 of the 7 December 1963 Decree No. 1210 of the 

JSSR Council of Ministers, "On the USSR Economic Development Plan for the Years 
1964-1965" (the last paragraph of the measures "On the Production of Convenience 
and Household Goods" of Point 6 of the 21 December 1963 Decree No. 1440 of 

the RSFSR Council of Ministers); 


Point 7 of the 30 September 1968 Decree No. 778 of the USSR Council of Ministers, 
"On Measures to Improve the Practice of the Use of the New System of Planning 
and Economic Stimulation for Production" (Subpoint "'b'" of Point 7 of the 

29 October 1968 Decree No. 709 of the RSFSR Council of Ministers); 














Point 18 ot the 19 November 1970 Decree No. 951 of the USSR Council of Ministers, 
"On the USSR State Budget for 1971" (Subpoint "b" of Point 38 of the 14 December 1970 
Decree No. 68i of the RSFSR Council of Ministers); 


Point 7 of the 31 December 1970 Decree No. 1047 of the USSR Council of Ministers, 
"On Measures to Strengthen the Material and Technical Base of Postal Communica- 
tions" (Point 3 of the 11 January 1971 Order No. 49-p of the RSFSR Council 


of Ministers); 


Point 19 of the 25 December 1973 Decree No. 927 of the USSR Council of Ministers, 

"On Additional Measures to Develop the Economy and Culture in the Areas of 

the Far North and in Localities Which Are Acquainted to Them" in relation to 
sovkhozes and other state farms which have fur farming sections (Subpoint "g" 

of Point 15 of the 12 February 1974 Decree No. 95 of the RSFSR Counc.1 of Ministers); 


Point 36 of the 13 December 1974 Decree No. 951 of the USSR Council of Ministers, 
"On the USSR State Budget for 1975" (Subpoint "g" of Point 42 of the 20 December 1974 
Decree No. 641 of the RSFSR Council of Ministers; 


the third paragraph of Point 95 of the 20 May 1980 Decree No. 408 of the USSR 
Council of Ministers, "On Providing the Economy and Population With Fuel, and 
Electric and Thermal Energy During the Fall-Winter Period of 1980-1981" (the 
last paragraph of Subpoint ''b"' of Point 16 of the 30 June 1980 Decree No. 337 
of the RSFSR Council of Ministers). 


Chairman 
of the RSFSR Council of Ministers M. Solomentsev 


Administrator 
of the RSFSR Council of Ministers I. Zarubin 


Moscow, 27 January 1982 No. 87 








Approved 
By Decree of the RSFSR Council of Ministers 
27 January 1982 No. 87 


Changes 
Which Are Being Made in the Decisions of the RSFSR Government 


1. Paragraph 2 of Point 1 of the 21 October 1959 Decree No- 1714 of the 
RSFSR Council of Ministers, "On the Normalization of Milk," is to be set forth 
in the following redaction: 


"The additional income which is obtained from the normalization of milk and 
which enters the republic (RSFSR) and local budgets in the forms of allo:ments 
from the profits of dairy industry enterprises is to be assigned beginning with 
1982 in the amount of 50 percent to improve the milk diet of children in children's 
institutions and school food counters by means of reducing the prices for milk 
and dairy products and introducing free breakfasts." 


2. Point 1 of the 2 January 1961 Decree No. 1 of the RSFSR Council of Ministers, 
"On Additions Sources for Financing the Construction of Pioneer Camps," is to 
be set forth in the following redaction: 


"1. To bind the Councils of Ministers of the autonomous republics, the kray- 
ispolkoms, oblispolkoms. Moscow and Leningrad gorispolkoms, the RSFSR ministries 
and departments, and production associations (enterprises) and orgenizations 
to take measures to expand the construction of pioneer camps on the basis of 
the monies which are ailocated for this purpose in the capital investments plan, 
and also of monies stipulated by Points 1 and 2 of the 22 December 1960 Decree 
No. 1301 of the USSR Council of Ministers." 


3. To eliminate the word "construction" in the last paragraph of Point 49 
of the Regulation on Motor Vehicle Transport Production Association (Combine) 
which was approved by the 12 October 1979 “ecree No. 501 of the RSFSR Council 
of Ministers ("RSFSR Collection of Decrees," No. 24, 1979, p. 174). 

















Approved 
By Decree No. 87 of the RSFSR Council of Ministers 
27 January 1982 


List 
Of Lapsed Decisions of the RSFSR Government 


1. Point 4 of the 24 May 1948 Decree No. 529 of the RSFSR Council of Ministers, 
"On Measures to Carry Out the 19 April 1948 Decree No. 1266 of the USSR Council 


of Ministers."’ 





2. Subpoint "b” of Point 1 of the 19 April 1952 Decree No. 504 of the RSFSE 
Council of Ministers, "On Measures Connected With Reducing the Charges for Hotel 
Rooms." 


3. The 19 August 1954 Decree No. 1334 of the RSFSR Council of Ministers, "On 
Measures to improve the Work of the State Agricultural Flour Milling Enterprises.” 


4. The 25 September 1954 Decree No. 1540 of the RSFSR Council of Ministers, 
"On the Gasification o° the City of Gor’kiy-.” 


5. The 29 March 1955 Order No. 911-p of the RSFSR Council of Ministers. 


6. The 5 May 1955 Decree No. 586 of the RSFSR Council of Ministers, "On Measures 
to Improve the Work of the State Agricultural Flour Milling Enterprises of the 
RSFSR Ministry of the Food Industry." 


7. The 27 November 1956 Decree No. 751 of the RSFSR Council of Ministers, "On 
the Formation of a Development Fund for RSFSR Local Industry.” 


8. The 27 January 1958 Order No. 332-p of the RSFSR Council of Ministers- 


9. The 28 February 1958 Decree No. 193 of the RSFSR Council of Ministers, "On 
the Creation of Centralized Bonus Funds for Enterprises of Local Subordination 
Industry” ("RSFSR Collection of Decrees,” No. 10, 1958, p- 91)- 


10. Point 7 of the 28 February 1959 Decree No. 295 of the RSFSR Council of 
Ministers, “Problems of the RSFSR Ministry of Health.” 





li. The 6 July 1959 Decree No. 1170 of the RSFSR Council of Ministers, "On 
Measures to improve the Operation and Conservation of the State Housing Fund” 
("RSFSR Collection of Decrees,” No. 8, 1959, p. 72), with the exception of 
Paragraph 2 of Point 3}. 


iZ. Point 22 as it relates to the use of monies for capital investments and 
Point 43 of the 5 June 1961 Decree No. 696 of the RSFSR Council of Ministers, 

“On the Additional Transfer of Certain Questions of Economic and Cuitural Con- 
Struction for Decision by the RSFSR Ministries and Departments, the Councils 

of Ministers of the Autonomous Republics, Krayispolkoms, Oblispolkoms, and Moscow 
and Leningrad Gorispolkoms” ("RSFSR Collection of Decrees*” No. 16, 1961, p- 60). 


i3. The 25 August 1961 Decree No. 1085 of the RSFSK Council of Ministers, "On 

the Fulfillment of the 25 March 1959 Decree No. 332 of the USSR Council of Ministers 
and the 6 July i959 Decree No. 170 of the RSFSR Council of Ministers ‘On Measures 

to Improve and Preserve the State Housing Fund’.” 


14. The 15 December 1962 Order No. 5622-p of the RSFSR Council of Ministers. 


15. The 28 June 1963 Decree No. 810 of the RSFSR Council of Ministers, ‘On 
the Allotment of Monies for the Development of Viticulture From the Proceeds 
of the Sale of Wine-Making eerie: Output” ("RSFSR Collection of Decrees,” 
No. 12, 1963, p. 95). 


16. The 8 May 1964 Decree No. 556 of the RSFSR Council of Ministers, "On the 
Use of the Above-Plan Accumulations of Concert Organizations and Collectives 
for Building Repairs ana for the Purchase of Tools and Equipment” ("RSFSR Col- 
lection of Decrees,” NO. 8, 1964, p. 63) in relation to the use of monies for 


capital investments. 





17. The 20 May 1964 Decree No. 601 of the RSFSR Council of Ministers, “Regarding 
Permission to Finance the Construction of Residential Houses and Inter-—Sovkhoz 
Roads for Viticulture Sovkhozes With Monies Alloted for the Development of Viti- 
culture” ("RSFSR Coliection of Decrees,” No. 8, 1964, p. 70). 

S-4 
18. The 26 August 1964 Decree No. 1066 of the RSFSR Council of Ministers, "On 
an Expansion of the Network of Organizations for the Procurement of Secondary 
Raw Materials and On Increasing Capacities for the Processing of These Materials." 


* 
19. Point,8 of the i September 1964 Decree No. 1103 of the RSFSR Council of 
Ministers, "On improving the Use of Industrial Wastes in the Production of Consumer 


Goods." , 


20. P®int 7 of the 22 May 1965 Decree No. 650 of the RSFSR Council of Ministers, 
"On Measures to Increase the Production and Improve the Quality of Cheese." 
- 
s 21. Points 9 and 10 of the 29 Jure 1965 Decree No. 802 of the RSFSR Council 
of Ministers, "On Measures to Improve the Work of Domestic Services Enterprises” 
("RSFSR Collection of Decrees,” No. 14, 1965, p. 86). 

















22. The 30 August 1965 Decree No. 1003 of the RSFSR Council of Ministers, "On 
the Procedure for Approving Labor Plans for Work on the Construction of Domestic 
Services Enterprises Which is Carried Out on the Basis of Noncentralized Finan- 
cing Sources" ("RSFSR Collection of Decrees," No. 20, 1965, p. 126). 


23. Point 2 of the 15 December 1965 Decree No. 1407 of the RSFSR Covncil of 
Ministers, "On Measures to Develop Medical Cosmetic Assistance for the Population 
of the RSFSR" ("RSFSR Collection of Decrees," No. 26, 1965, p. 168). 


24. Point 17 of the 12 February 1966 Decree No. 153 of the RSFSR Council of 
Ministers, "On the Additional Transfer cf Questions of Economic and Cultural 
Construction for Decision by the RSFSR Ministries and Departments, the Councils 
of Ministers of the Autonomous Republics, the Krayispolkoms, Oblispolkoms, and 
Moscow and Leningrad Gorispolkoms" ("RSFSR Collection of Decrees," No. 4, 1966, 
p.- 23), and also Point 83 of this decree with regard to the reconstruction and 
expansion of schools, houses of culture, clubs, and libraries on the basis of 
funds which have been designated for capital repairs. 


25. The 19 March 1966 Decree No. 270 of the RSFSR Council of Ministers, "On 
Granting the RSFSR Ministry of Municipal Services the Right to Create a Centralized 
Bonus Fund for the Enterprises and Organizations of Domestic Services" ("RSFSR 
Collection of Decrees," No. 11, 1966, p. 49). 


26. Point 12 of the 24 October 1966 Decree No. 877 of the RSFSR Council of 
Ministers, "On Granting the Moscow Gorispolkom and the Leningrad Gorispolkom 

the Right to Transfer Certain Questions of Economic and Cultural Construction 
Which are Within Their Jurisdiction for Decision by the Ispolkoms of the Rayon 
Soviets of People's Deputies of the Cities of Moscow and Leningrad and the Ad- 
ministrations and Divisions of the Moscow Gorispolkom and Leningrad Gorispolkom" 
("RSFSR Collection of Decrees," No. 32, 1966, p. 159). 


27. Point 2 of the 18 November 1966 Decree No. 921 of the RSFSR Council of 
Ministers, "On Measures to Further Develop the Local Industry and Art Crafts 

of the RSFSR" (with the retention of the amounts of profit allotments established 
by this Point for enterprises, shops, and sectors which have been designated 

for the use of the labor of old-age pensioners and disabled people) and Point 3. 


28. The 23 February 1967 Decree No. 158 of the RSFSR Council of Ministers, 

"On Approving the Procedure for the Formation and Expenditure of the Centralized 
Bonus Funds for Local Industry Enterprises" ("RSFSR Collection of Decrees," 

No. 3, 1967, p. 25). 


29. Point 98 of the 13 October 1967 Decree No. 771 of the RSFSR Council of 
Ministers, "On the Additional Transfer of Questions of Economic and Cultural 
Construction for Decision by the RSFSR Ministriczs and Departments, the Councils 
of Ministers of the Autonomous Republics, the Frayispolkoms, Oblispolkoms, and 
Moscow and Leningrad Gorispolkoms" ("RSFSR Collection of Decrees," No. 24, 1967, 


p- 139). 











30. The 25 June 1968 Order No. 1301l-p of the RSFSR Council of Ministers. 
31. The 30 August 1908 Order No. 1812-p of the RSFSR Council of Ministers. 
32. The 25 March 1970 Order No. 489-p of the RSFSR Council of Ministers. 


33. The 1? July 1970 Decree No. 438 of the RSFSR Council of Ministers, "On 

the Use of the Above-Plan Accumulations of Theaters and Concert Organizations 

and Collectives Which Are Directly Subordinate to the RSFSR Ministry of Culture 
for Capital Building Repairs and for the Purchase of Tools and Eouipment" ("RSFSR 
Collection of Decrees,"" No. 17, 1970, p. 106) as relates to the use of monies 


for capital investments. 
34. The 27 July 1970 Order No. 145i-p of the RSFSR Council of Ministers. 


35. Paragraph 3 of Point 5 of the 22 November 1971 Decree No. 64 of the RSFSR 
Council of Ministers, "On Increasing in 1972-1975 the Production, Procurement, 
and Supply of Medicinal Plants for the Needs of Health Care" as relates to the 
use of monies for capital investments. 


36. Point 4 of the 10 August 1973 Decree No. 425 of the RSFSR Council of Ministers, 
"On Additional Measures to Improve the Use of Motor Vehic!e Freight Transport 
in the RSFSR" ("RSFSR Collection of Decrees," No. 18, 1973, p. 126). 


37. Point 5 of the 24 May 1974 Decree No. 308 of the RSFSR Council of Ministers, 
"On the Development of a Network of Motor Vehicle Roads in che RSFSR." 


38. Point 29 of the 28 December 1975 Decree No. 630 of the RSFSR Council of 
Ministers, “On the State Plan for the Development of the RSFSR Economy for 1976." 


39. Point 11 of the 12 August 1977 Decree No. 427 of the RSFSR Council of Ministers, 
"On Measures to Further Develop Trade in the RSFSR." 











List 
Of Noncentralized Sources Whose Monies Are Being Assigned Beginning With 1981 
For the Financing of Capital Investments as Approved by the 25 September 1980 Decree 
No. 839 of the USSR Council of Ministers 
(In the Redaction of the 6 November 1981 Decree No. 1073 
of the USSR Council of Ministers) 


1. The Production Development Fund, the Social and Cultural Measures and Housing 
Construction Fund, and other similar economic stimulation funds. 


2. The Enterprise (Organization) Fund for Improving the Cultural and Domestic 
Conditions of Workers and for Improving Production and other similar funds. 


3. The above-plan profits (economies, and excess in income over expenditures) 

of enterprises (organizations) which have not been transferred to the new procedure 
of planning and economic stimulation, in the amount of 30 percent, to be used 

for the construction of residential houses, municipal installations and hospitals, 
and also for the construction of childrens’ preschool institutions (the 31 July 1957 
Decree No. 931 and the 21 May 1959 Decree No. 558 of the CPSU Central Committee 

and USSR Council of Ministers, the 24 March 1958 Decree No. 318, the 16 April 1958 
Decree No. 406, the 5 November 1960 Decree No. 1200, the 13 March 1965 Decree 

No. 157, anu the 12 November 1971 Decree No. 834 of the USSR Council of Ministers, 
and the 4 June 1958 Order No. 1755, the 4 June 1965 Order No. 1059, and the 

21 June 1965 Order No. 1167 of the USSR Council of Ministers). 


4. The profits of enterprises located in the areas of the Far North and in 

localities equated to these areas which are assigned for the development of 

industry and for housing and cultural and domestic construction in these areas 

(the 16 March 1957 Decree No. 300 of the CPSU Central Committee and USSR Council 

of Ministers, and the 2 February 1971 Order NO. 144 of the USSR Council of Ministers). 


5. The Consumer Goods Fund (the 8 August 1970 Decree No. 664 of the CPSU Central 
Committee and USSR Council of Ministers, the 30 June 1981 Decree No. 612 (in 
effect from 1 January 1982) of the CPSU Central Committee and USSR Council of 
Ministers, the 18 June 1964 Decree No. 600, the 19 June 1969 Decree No. 461, 

the 17 June 1976 Decree No. 473, the 30 March 1979 Decree No. 305, and the 

15 January 1981 Decree No. 61 of the USSR Council of Ministers, and the 

7 January 1977 Order No. 46 of the USSR Council of Ministers). 








4. Depreciacion allotments and other monies which have been designated for 
capital repairs and are being assigned for: 


the purchasing of new equipment by enterprises instead of capital repairs 
in those cases when this is economically advisable (the 4 October 1965 Decree 


No. 731 of the USSR Council of Ministers); 


work to increase the carrying capacity of railroads, two develop stations, 
and other work and expenditures which are carried out by the enterprises of 
the Ministry of Railways (the 13 January 1977 Decree No. 49 of the CPSU Central 
Committee and USSR Council of Ministers, the 4 December 1963 Decree No. 1191 
and the 21 October 1976 Decree No. 870 of the USSR Council of Ministers, the 
27 March 1977 Order No. 63, the 7 October 1977 Order No. 2222, and the 11 May 1978 
Order No. 931 of the USSR Council of Ministers, and the 27 October 1977 and 
19 December 1977 Decisions of the USSR Council of Ministers); 


work and expenditures which are carried out by the organizations of the Ministry 
of Civil Aviation (the 3 August 1964 Order No. 1598 and the 25 June 1970 Order 
No. 1269 of the USSR Council of Ministers); 


work for the improvement of residential houses and for the reconstruction, 
expansion, and improvement of sales areas, municipal and cultural and domestic 
facilities, health care, education, social security, and communications facilities, 
and also work for the gasification of individual objects (the 4 October 1965 
Decree No. 730 of the CPSU Central Committee and USSR Council of Ministers, 
and the 13 March 1965 Decree No. 166, the 24 August 1965 Decree No. 637, the 
10 July 1967 Decree No. 641, the 10 July 1967 Decree No. 642, the 13 November 1967 
Decree No. 1031, and the 7 December 1978 Decree No. 1009 of the USSR Council 


of Ministers); 


the development of the fixed capital (with the exception of the construction 
of residential houses and dormitories) of the repair, transportation, and supply 
organizations of the housing enterprise, the designing, construction, and re- 
construction of enterprises for the production of construction materials and 
parts for residential house repairs, tne designing, construction, and reconstruc- 
tion of work shops and warehouses for housing operations organizations, the 
purchasing of repair equipment and tools for them, and also for the planning, 
construction, and expansion of the production base of construction repair or- 
ganizations which perform capital repairs on schools, cultural and domestic 
buildings and instaliations, and municipal enterprises (the 4 September 1978 


Decree No. 740 of the USSR Council of Ministers); 


work on the addition of classrooms and other necessary premises to existing 
school buildings, and the expansion and reconstruction of hospitals, polyclinics, 
and boarding homes for the elderly and disabled (the 21 October 1976 Decree 
No. 870 of the USSR Council of Ministers); 


the additional construction of premises for the production buildings of the 


associations and enterprises of the system of the USSR Ministry of Light Industry 
and the construction for them of auxiliary and engineering facilities (the 


10 











24 June 1977 Decree No. 569, 9 August 1979 Decree No. 766, and 24 October 1980 
Decree No. 926 of the CPSU Central Committee and USSR Council of Ministers and 
the 14 October 1976 Decree No. 845 and 18 October 1976 Decree No. 849 of the 
USSR Council of Ministers). 


7. Depreciation allowances which have been designated for the restoration of 
the fixed capital of movie theaters and installations and which are assigned 
for purchasing movie equipment (the 21 October 1976 Decree No. 870 of the USSR 


Council of Ministers). 


8. Monies which are obtained as a result of the use of the electric energy 

fee discount scale and electric energy fee mark-ups for the capacity coefficient 
of electric installations (the 27 March 1958 Decree No. 338, 18 December 1963 
Decree No. 1226, and 28 November 1964 Decree No. 961 of the USSR Council of 
Ministers and the 10 March 1954 Order No. 2398, 7 February 1955 Order No. 731, 
26 October 1955 Order No. 7456, 3 March 1956 Order No. 1140, 27 April 1956 Order 
No. 2359, and 25 December 1960 Order No. 3848 fo the USSR Council of Ministers). 


9. Monies which are obtained by the Ministry of Railways for the storage of 
freight and which are used for the construction of elevated, watering, and loading 
and unloading tracks and for the performance of other work to expand freight 
yards, and also work for the mechanization of freight loading and unloading 

and the asphalting and illumination of freight yards (the 13 January 1977 Decree 
No. 49 of the CPSU Central Committee and USSR Council of Ministers). 


10. The monies of organizations which procure and process wild fruits, berries, 
nuts, mushrooms, and honey which are allotted in the amount of three percent 

of the total proceeds from the sale of these products, and also allotments in 

the amount of 60 percent of the profits of enterprises and organizations from 

the sale of by-product forest output which are used for the creation and expansion 
of the material and technical base of the enterprises and organizations which 
procure and process these foods, for improving the quality of the output, and 

for the construction and repair of residential houses (the 28 April 1967 Decree 
No. 380 and the 15 July 1969 Decree No. 550 of the USSR Council of Ministers 

and the 29 January 1965 Order No. 139 and 16 January 1979 Order No. 89 of the 


USSR Council of Ministers). 


11. The profits (income) of the instructional experimental rural farms of se- 
condary schools, higher educational institutions, tekhnikums, sovkhoz—-tekhnikums, 
timber enterprise-tekhnikums, vocational and technical schools, special schools 

and special vocational and technical schools, and the workshops and subsidiary 
farms of boarding schools and school and inter-school production training workshops 
which are assigned for the expansion and strengthening of their material and 
technical base (the 16 February 1952 Decree No. 869, 15 September 1956 Decree 

No. 1290, 30 May 1961 Decree No. 487, 23 June 1964 No. 486, 31 July 1964 No. 635, 
23 December 1968 No. 1018, 13 July 1970 No. 529, and 12 September 1979 No. 867 
Decrees of the USSR Council of Ministers, and the 7 May 1952 No. 10782, 31 July 1952 
No. 19453, and 1 August 1967 No. 1822 Orders of the USSR Council of Ministers). 
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12. Monies which comprise 75 percent of the excess of income over expenditures 
for the scientific research work which is performed on the basis of economic 
contracts by higher educational institutions, and also scientific research, 
designing, planning and designing, and technological organizations (with the 
exception of organizations which, in accordance with the 12 July 1979 Decree 

No. 695 of the CPSU Central Committee and USSR Council of Ministers torm economic 
stimulation funds) which are assigned for the expansion and strengthening of 

the material and technical base and for the purchasing of equipment and materials 
(the 3 December 1966 Decree No. 729 of the CPSU Central Committee and USSR Council 
of Ministers and the 22 March 1967 Decree No. 237 and 17 February 1970 Decree 

No. 120 of the USSR Council of Ministers) .~ 


13. The profits of secondary specialized educational institutions from the 

sale of output produced by the cost accounting production training workshops, 

shops, and farms of these educational institutions, and also the profits obtained 
from experimental designing work which are assigned for the expansion of the 

material base of the secondary specialized educational institutions, for equipment 
purchases, and for the creation and expansion of athletic institutions and sports 

and health camps (the 22 January 1969 Decree No. 65 of the USSR Council of Ministers). 


14. The monies which are obtained on the basis of allotments from property 
insurance premiums and which are assigned to finance measures to prevent the 
destruction and damge to agricultural crops, animals, and other property subject 


to insurance. 


15. Money remainders from the extra-departmental protection at internal affairs 
agencies in the amount of 25 percent which have not been expended in the previous 
year and which have been assigned in the current year for housing construction. 


16. Allotments in the amount of 30 percent of the planned accumulations obtained 
from the production work of the enterprises of collective labor institutions 
which are assigned for the construction of housing, industrial, health, and 
cultural and domestic objects, and other objects for the agencies of internal 
affairs and convoy guards, and also to pay for corresponding planning work. 


17. Monies which are obtained from the sale of the output of the subsidiary 

farms and production training workshops of children's homes, boarding schools 

for the deaf and mute and blind, and children's homes for disabled children 

of the union republic ministries of social security and which are used to purchase 
equipment and livestock and also for the construction of subsidiary and work 
buildings for children's homes (the 18 October 1950 Order No. 16680 and 

25 July 1951 Order No. 12582 of the USSR Council of Ministers). 


18. Budgetary monies which are freed in connection with the elimination of 
small rural schools and assigned to finance work to add classrooms to enlarged 
schools (the 4 October 1965 Decree No. 730 of the CPSU Central Committee and 


USSR Council of Ministers). 
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19. The above-plan accumulations of hygienic-anti-epidemiological institutions 

which are obtained for the performance of contracted disinfection work and hygienic 
and bacteriological research, and the amount of the excess of income over expen- 
ditures in the special funds estimates of hygiene-anti-epidemiological institu- 

tions which is assigned for the construction and equipping of these institutions 

(the 5 July 1968 Decree No. 517 of the CPSU Central Committee and the 17 October 1969 
Order No. 2231 of the USSR Council of Ministers). 


20. The profits of enterprises (production associations), shops, and sectors 
which are designed to use the labor of old-age pensioners and disabled persons 
(the 14 September 1973 Decree No. 674 of the USSR Council of Ministers). 


21. Monies which are obtained as a result of the releasing of payment to the 
budget of the profit allotments of the subsidiary farms and workshops of homes 
for the disabled and boarding schools and vocational boarding schools for the 
disabled of the Great Patriotic War of the RSFSR Ministry of Social Security 
and the social security ministries of the other union republics to which the 
procedure for the use of these monies has been applied, and also as a result 

of 1: eeing the above-named workshops from turnover tax payments to the budget 
(the 19 June 1954 No. 6662, 27 June 1956 No. 3811, 22 December 1962 No. 3448, 
31 August 1964 No. 1827, and 26 August 1966 No. 2016 Orders of the USSR Council 


of Ministers). 


22. The profits from the production therapy workshops of psychoneurological 

and psychiatric hospitals and outpatient clinics and of anti-leprosy and anti- 
tuberculosis institutions, and also the profit allotments of the subsidiary 

farms of medical institutions which are on the budget (the 10 August 1962 No. 820 
and 21 December 1962 No. 1269 Decrees of the USSR Council of Ministers and the 

31 July 1954 No. 8305, 16 August 1951 No. 9012, and 24 June 1963 No. 1281 Orders 


of the USSR Council of Ministers). 


23. Monies from one-time collections at kolkhoz markets which are assigned 
for the construction, expansion, improvement, and operation of kolkhoz markets. 


24. The above-plan profits of apothecary institutions which are assigned for 
equipment purchases for drugstores and drug warehouses (the 22 September 1977 
Decree No. 870 of the CPSU Central Committee and USSR Council of Ministers). 


25. The profits from the parks of culture and rest of the system of the USSR 
Ministry of Culture whic are assigned for the purchase and installation of 
attraction equipment, and aiso the profits from the All-Union "Soyuzattraktsion" 
Association of Attractions which are assigned for the development of its pro- 
duction base (the 26 November 1970 No. 2456 and 11 November 1977 No. 2405 Orders 


of the USSR Council of Ministers). 


26. The allotments from the warehouse cimmodity turnover of the city, rayon, 

and city (rayon) fuel sales organizations, the oblast fuel trusts, and other 

fuel sales organizations in the union republics, and also the profits of their 
subordinate enterprises and organizations which are assigned for the construction, 
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reconstruction, and mechanization of fuel warehouses, bases, and stal!s and 
booths for the sale of fuel (the 21 June 1971 Decree No. 408 of the USSK Councii 


of Ministers). 


27. The profits from the procurement and production work of the organizations 
of Gossnab USSR for the procurement, working, and processing of secondary raw 
materials, and also from the work of packing repair and timber trading enter- 
prises which are used for the expansion of the system of these organizations 

and enterprises and for the reconstruction and mechanization of operating enter- 
prises, factories, shops, and bases and for the construction of residential 
houses and cultural and domestic objects for the workers of these organizations 
and enterprises (the 8 April 1975 Decree No. 271 and 8 September 1975 Decree 

No. 781 of the USSR Council of Ministers). 


28. Monies which are obtained in 1981-1983 from allotments in the amount of 

0.15 percent of warehouse commodity turnover, and beginning with 1984 profits 
from services which are provided by the output delivery enterprises of the system 
of Gossnab USSR to consumers which are assigned for the construction at these 
enterprises of specialized shops for the preparation of output for production 
consumption, and also of equipment rental points (the 6 December 1979 Decree 

No. 1079 of the USSR Council of Ministers). 


29. The monies from the reserve funds of the union republic Councils of Ministers 
which are assigned for capital construction (the 7 October 1961 Decree No. 920 

of the CPSU Central Committee and USSR Council of Ministers and the 7 December 1964 
Decree No. 1000 of the USSR Council of Ministers). 


30. The monies of the state budget of a union republic which are designated 
for financing capital investments for the beautification of cities, workers’ 
and resort settlements, and rural rayon centers, and for providing telephone 
and radio services in rural localities and rayon centers (the 4 May 1955 Decree 
No. 861 of the USSR Council of Ministers). 


31. Income which is additionally obtained in the execution of the state budgets 
of the union republics, and also the excess in income over expenditures in the 
state budgets of the union republics which are formed at the end of the year 

as a result of income overfulfillment or expenditure economies and which are 
used for financing capital investments. 


32. Monies obtained by enterprises and organizations from the sale of scrap 

and ferrous and nonferrous metal waste in excess of the established annual plan 
for the procurement (delivery) of scrap metal (the 7 January 1981 Decree No. 10 
and the 23 July 1981 Decree No. 715 of the CPSU Central Committee and USSR Council 


of Ministers). 


33. Allotments from monies in excess of 10 percent of the cost of work to create 
works of monumental decorative art by the Russian State Art and Architectural 
Experimental Production Association of the RSFSR Ministry of Culture (the 

26 September 1980 Order No. 1965 of the USSR Council of Ministers). 


2959 


CSO: 1820/75 
14 











ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


AGANBEGYAN CONTRASTS INITIATIVE WITH EGOTISM 
PMO71301 Moscow SOVETSKAYA KULTURA in Russian 2 Apr 83 pp 2-3 


{Interview with academician Abel Gezevich Aganbegyan conducted by commentator 
D. Akivis, under the rubric “Authoritative Opinion": "Productive Labor, 
Initiative and Enterprise"--date and place not given: first two grafs are 
SOVETSKAYA KULTU.A introduction] 


[Text] Discipline in all its manifestations--labor, manufacturing, financial 
and finally executive discipline--in no way presupposes so-called "blind" 
assiduity. On the contrary, in appealing to all of us _. strengthen 
discipline and organization the party steers each of us toward displaying 

his own initiative, ‘nnovatoriness and enterprise in implementing tasks of 
communist building. And this makes socialist enterprise a political and 
moral category determining not only the worker's professional qualities but 
also his life stance. 


Our latest talk under the rubric "Authoritative Opinion” is about this. 
Academician Abel Gezevich Aganbegyan answers the questions of SOVETSKAYA 
KULTURA commentator D. Akivis. 


[Question] In preparing for our meeting I asked 10 different people: What 
is your attitude to enterprise? And I received several similar replies: 
It is not a phenomenon “of ours," it is spiritually alien to us. 


[Answer] Probably because you did not specify what sort of enterprise 
was in question. Your interlocutors obviously associated it with private 
enterprise. But we will speak of socialist enterprise, which the CPSU 
Central Committee November plenum designated among the qualities essential 
in our society for the builder of a communist society. 


For me the prototype of socialist enterprise, the model of an enterprising 
man, is the legendary chief of the Bratskgesstroy, my senior comrade, Ivan 


Ivanovich Naymushin. 


The Bratsk Ges was the first power station of such a size in our history 

and it was erected on a difficult, unpopulated site. But it was constructed 
at a still unsurpassed record speed--5 years and 3 months. That would have 
been impossible if the construction leader had not been an enterprising, 


resourceful communist. 
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Strictly speaking, |.I1. Naymushin was set a specific task: constructing 
the Ges. But Ivan Ivanovich was not simply a hydraulic engineer, he was 

a strategist striving to acceleart2 Siberia's industrial upsurge. At I.I. 
Naymushin's initiative and under his leadership an overall construction 
base was created. This made it poss..ble, by means for the funds earmarked 
for the station's construction, to begin to construct a road to Ust-ilim. 
It is hard even to believe now that the need for this piece of construction 
work had to be proved to someone. Hcewever, there were shortsighted planners 
around, financing was delayed and spokes were put in the wheel. But I.I. 
Naymushin did not rest, but created an administration for the construction 
of Ust-ilim.... And Ust-ilim was constructed. And the Bratsk aluminum 
plant--now the sector's flagship--was also constructed. Neither before 
Naymushin nor after him has anyone of us constructed enterprises on such 

a scale so rapidly. And there was the Bratsk timber industry complex. 

And the Korshunova mining and enrichment combine.... 


Ivan Ivanovich was buried next to the Bratsk Ges dam. For Siberians this 
is a sacred place. And it is in this that I perceive the people's attitude 
toward genuine enterprise. Enterprise in our scnse--the party, state 
sense--of the concept, as the ability of a person, whatever post he may 
hold, whatever part of the overall work he may perform, to go beyond the 
framework of the "range of duties" set for him and to assume an additional 
load of responsibility todo more for society. 


[Question] Can it be shown graphically what initiative and enterprise 
produce? 


[Answer] Let us first try to form an idea of where they are really mani- 
fested. The ways of seeking them can be enumerated, there are not that 
many of them. 


First: Accelerating scientific and technical progress. 


The Novolipetsk metallurgical workers, relying on their own technical solu- 
tion, were the first in the world to switch to the continuous steel smelting 
method. Some people tried to dissuade the innovators: it wouldn't work. 
They advised them to retain the old method just in case. But those enthu- 
siastic about the new method scorned options held in reserve. And here is 
the result. Continuous smelting is working reliably. Labor productivity 

has risen, expenditure has been reduced. The output of rolled metal from 
each ton has increased substantially. If even half the metallurgical plants 
adopted this experience, instead of the substantial deficit there would be 

a substantial reserve of rolled metal. 


Second: Improving the organization of production and labor. 


Financially autonomous teams, nonregulated links, the transition to payment 
based on the end output, like other progressive forms already widely verified 
by practice, increase productivity substantially. 
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And third and finally: Mobilizing the social, "human" factors. 


Powerful equipment does not overshadow but on the contrary raises and 

enhances the role of seemingly ephemeral nuances like the desire and ability 

to work, conscientiousness, and morale. Enterprising people who know how 

to use this factor have indicators at least 50-100 percent higher than those 
who only act on instructions. The Nazarovskiy Sovkhoz, Krasnoyarsk Kray, 
produces double the yield of some sovkhozes situated nearby. The Zyryanovskaya 
mine in the Kuzbass produces twice as much coal per worker. Special condi- 
tions, additional capital investments? Nothing of the kind--the standard cf 
labor, the standard of daily life--that is what is decisive. 


The Tiraspol Sewn Goods Association named for the 40th anniversary of the 
komsomol made an excellent impression on me. The men's shirts produced 
here stand comparison with the best models from French firms, for instance, 
where far more sophisticated technical conditions have been created. 


[Question] And the so-called “commercial streak?" 


[Answer] There is no doubt that this is also one of the manifestations of 
initiative and enterprise and most of all in precisely those spheres which 
work to meet customer demand. The "commercial streak" as the ability to 
spend the people's money sensibly for the people's benefit. 


Right now I need shoes--not necessarily the last word in fashion but an 
ordinary, good-quality pair of shoes for those who do a lot of walking on 
various kinds of roads. But I cannot find them. Yet it is well known 

that we rank first in the world in terms of the production of leather foot- 
wear. And the store shelves are not empty--they are piled high with leather 
monstrosities. This combination of shortage and overstocking creates a 
complex economic situation which attests to the lack of commercial sense 

as the ability to harmoniously link supply and demand. 


[Question] Art and literature are displaying a markedly increased interest 
in the actual character of the resourceful, enterprising man, but most of 
all in the moral aspects of his activity. Somehow the result is that in 
these heroes’ actions you frequently sense some sort of compromises, even 
if they are for the most noble of ains.... 


[Answer] ~>at is not socialist enterprjse--seeking an effective through 
dubious strategems, sleight of hand and lack of fastidiousness in the selec- 
tion of means. Our enterprising man rules in a different element. He 

knows how to do things to ensure that everyone works better, to extract 

the maximum from equipment, and he is burning with the desire to do this. 

And immediately to set new, even more enthralling tasks before the collective 


and theoretical engineering. 


[Question] After the publication of court sketches on some artful "money- 
makers" I have heard readers sigh: This cunning, shrewdness and enterprise 
(yes, yes, that's exactly what they say!) should be put to a good purpose! 
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[Answer] In the overwhelming majority of cases, the mainspring of criminal 
cases is selfish entrepreneurship, "enterprise" in quotemarks, which pursues 
one goal--personal errichment. Socialist enterprise, inseparable from party 
and state discipline, is wholly directed toward the interests of society 

and in neither its spirit, its aims or its methods ever comes into contact 


with the other at any point. 


The two cannot be confused. Someone who likes to dip his hand into the 
state pocket exposes himself by the entire logic of his deeds. And a truly 
enterprising man is just as transparently clear to those around him. But 
life is complex. And there are cases when things are difficult for a man 
who is enterprising in the best sense and who has entered the struggle 
against inertia, bureaucratic rules and a previously established procedures 
and who displays independence where an unenterprising person would wait for 


instructions. 


One example is the story of a sovkhoz director, about which a great deal 
was once written. An ?xecutive at a ministry, he went to head the sovkhoz 
and began a bold experiment to reveal the true potential of the socialist 
system of economic management. And he did indeed display miracles! Labor 
productivity on the farm he headed was five times higher than the average. 
That is the result of penetrating thought, competence and readiness for 
action: A crystal-pure man, honest and fanatically loyal to his idea, 
whose entire life was an open book. 


But of course the experiment annoyed the other leaders. It immediately 
became obvious that however great their reserves they were not using one- 
tenth of the opportunities given them! Notwithstanding the fact that the 
experiment was legalized, commissions began to visit the sovkhoz frequently. 
They checked and carped and ultimatedly found something to carp about. 

The director paid for it and the business he had begun was halted. 


I would not say that these situations are typical. But it is natural that 
an enterprising man should always break through conventional frameworks 

and “upset" those who are comfortably settled. What is novel always requires 
a struggle. Particularly in the sphere of social relationships. Remember 
the play "The 13th Chairman" and other works on similar themes. 


[Question] If you can, please give more details about these "comfortably 
settled" peonle.... 


[Answer] I recently wrote a review of T. Lioznova's movie "We the Under- 
signed" based on the play by A. Gelman and in this connection I examined 


this work attentively once more. 


The author's treatment of the idea of the struggle against "group egotism” 
seemed to me very important. In other words, the struggle against dishonest 
and essentially profoundly antisocial actions by people grouped together on 
unprincipled ground--for the sake of advantage, their position or career. 

In the play this is a chain: from deputy chairman of the Ispolkom to trust 
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manager to recertion commission member. The movie ends more optimistically 
than the play a.though in the fimal scene it too gives what is emotional 
reassurance rather than 2 genuine solution to the problem: after all, no 
one knows what will happen tomorrow, whether Grizhelyuk"s company will not 
prevail, which is not out of the question—after all, it is clear that the 
company will fight tooth and nail, because otherwise it is the end for it. 


The complexity of the situation is intensified many times over because this 
"group egotism” is very frequently carefully made to look like social 


necessity. 


Of course, initiative should develop in a strictly lawful chanmel. But 
apart from laws expressing the real demands of our society there are many 
instructions, prescriptions and restrictions sometimes expressing the 
"localistic" interests of the department which issues them. For instance, 
there are the provisions on the socialist industrial enterprise and the pro- 
duction association. They have been drafted, adopted and approved by the 
government and no one has repealed them. Yet there are instructions from 
the Ministry of Finances and the statistical administration individual 
points cf which abrogate some of the rights of enterprises and associations 
granted to them by these provisions. The lawful rights of enterprises and 
associations are violated to an even greater extent by the ministries then— 
selves and their all-union industrial associations. 


Departmental decisions of this kind frequently curb initiative and even 
compel people to work less fruitfully than they could. 


This applies not only to the material production sphere. 


If the scientists at the USSR Academy of Sciences Siberian Department were 
to understand their task narrowly and to carry out scientific research, 
being satisfied that they are promoting the development of Siberia‘s pro- 
duct ion--fo, ces scarcely anyone would reproach them for it. Im actual fact 
this would be an unforgivable waste of the major scientific forces collected 
here. The scientists have decided, at the same time as the development 

of science, to launch the training of cadres with top qualifications. The 
Novosibirsk University thus arose, in which workers from the academy 
institutes teach. From the viewpoint of state interests this is a highly 
effective form of work. There is no need to enlist teacher cadres from 
anywhere, denuding other educational establishments, there is no need to 
construct housing for new arrivals, there is mo need to think about con- 
structing auditoriums and laboratories—the students study at the institutes 
with their sophisticated equipment. The teaching standard is high, yet in 
terms of expense the Novosibirsk University is the cheapest in the country. 


Nonetheless, individual financial organs to this day—for over 20 years 
now!--have been fighting in an attempt to ban the holding of more than one 
post, although that is what the university lives by. A mass of obstacles‘ 
The latest innovation is that a deduction from wages at their main workplace 
is made for the hours of work people put in at the university. And since 
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many workers at the institute hold higher posts and accordingly receive 
larger wages, the result is that they are not being paid, but instead are 
having, themselves, to pay for the right to teach. 


[Question] And what is your reaction? 


[Answer] It is at moments like these that the difference between socialist 
emterprise and inertia appears. Of course, it is simpler to adopt an 
aggrieved stance. But what about the public interest then? The scientists 
lose out on their wages, but they do not give up their work. There was a 
time when the university lectures were read free for 6 months at a time. 
The university still exists! 


In general an enterprising man cannot be measured by conventional yardsticks. 
He does 2 lot to his own detriment—by placing himself outside the norm of 
life. He incurs umpleasantness and spoils relations. But awareness that 
things can be dome better and more can be achieved but is not being achieved 
is for him more terrible than any punishments. And in a complex situation 
when economic incentives are imeffective or deeds are supplanted by adminis- 
trative bustle, this purely moral factor becomes a real motive force. 


I long ago formulated this for myself in this way: comscience must be pure. 
You must have the right to tell yourself: I have dome everything I could, 
and I have done it in the interests of the cause. 


You see that something can be done, that help can be offered, that some 
/enterprise/ [word between slanmtlines published in boldface] can be under- 
taken and you do it, you offer help. If you adopt this life stance, all 
considerations as to whether something is advantageous or disadvantageous, 
whether you will be accepted or not, or whether you will be praised or not 


fall by the way, umnmeeded. 


I remember an episode many years ago, at the time when the 1965 economic 
reform was being worked out. A commission specially created in the Academy 
of Sciences engaged in preparing proposals. A number of scientists insisted 
that it was essential to change wholesale prices radically, that they were 
obsolete and were undermining the very foundations of autonomous financing. 
But many commission members objected. And by no means for considerations 
of principle but for entirely different motives: "The proposal is difficult 
to implement. If it is not accepted, how will we look?” Aad what happened 
then? The reform was implemented more radically than the proposals sug- 
gested. And this played an enormous part in strengthening the socialist 


economy . 


I am sure that an enterprising should be a true sgaster of the situation. 


[Question] And what is needed for that? 


[Answer] The conditions for his activity must be altered. 











The economic mechanism now operating, which was formed under different condi- 
tions, cannot regulate many national economi. and social conflicts arising 

in the era of mature socialism on the path of the transition to intensive 
methods of economic management. At the CPSU Central Committee November 
(1982) plenum Yu.V. Andropov spoke of the disadvantage of the position of 
those enthusiastic about technical progress: "To introduce a new method 

or new equipment if it necessary to reorganize production one way or another 
and this affects plan fulfillment." For an enterprising man this is a 
problem of life. Experience, intuition, knowledge, flair, everything com- 
pels him to seek technical renewal. But he is hamstrung. 


Here is a characteristic example. The Altay tractor electrical equipment 
plant. Its director, P.S. Prikhodko, is one of the most enterprising people 
in .ndustry today. The plant designers have developed a generator of a new 
type, far more compact and reliable and cheaper, thus doing the national 
economy a great service. But by the former reckoning the plant has begun 

to work worse. The price has dropped, the gross output has fallen and pro- 
ductivity indicators has fallen after it. Yet even the supply of electricity 
depends on plan fulfillment in ruble terms. And the plant which had won a 
major victory on the path of technical progress nearly became a lagging one. 
An enterprising communist has found himself in a complicated mess.... For- 


tunately not for long. 


[Question] The improvement of the economic mechanism is of course a separate 
subject but I should still like to have some idea, if only from individual 
examples, of how specifically it will promote the development of enterprise. 


[Answer] A fundamental question is forcing production to gear itself to 
demand and to produce what is needed and not what is for some reason most 


convenient and advantageous to the producer. 


Here is a machine, a tractor, for instance, if you calculate all the expendi- 
ture from the start of production to the end of its service it will transpire 
that plant expenditure comprises just 3 percent of the total sum and other 
expenditure 97 percent--that includes running and capital repairs, servicing 
and so forth. Making production cheaper will have no particularly substantial 
impact on the final sum: it will still not be in excess of 3 percent. But 
the reduction of production expenditure will rather affect the reliability 
and durability of units and the machine as a whole. And that is why expendi- 
ture on servicing and repair increase monstrously. The result is that what 

is convenient to the plant runs counter to the benefit of the people as a 


whole. 


And conversely the Belarus tractor, as is well known, competes successfully 
with the best models of foreign equipment. But this is not something that 

can be gotten for nothing. The plant has created a group of laboratories 

and special testing units which check each component for durability. The 
consumer stands to gain. But for the plant this is an extra expense. Pride 
and concern for the honor of the plant trademark are in conflict with economic 
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levers prompting people to act on the principle: I've made a mess of it, 
let the others sort it out. 


The economic mechanism--in the most general words--should be set up to 
ensure that effectiveness is not reckoned on the basis of interim stages 

but of end results according with the full satisfaction of society's require- 
ments. And the main thing--and this was stressed at the CPSU Central 
Committee November (1982) plenum--is that it is necessary considerably to 
expand the independence of associations and enterprises and sovkhozes and 
kolkhozes and given them rights on a par with their responsibility. 


[Question] That means that we can judge from an enterprising person's mood 
whether the economic mechanism is well adjusted? If things are going well 
for the enterprising, that means everything is in order. If they feel 
cramped and complain of delaying factors and restrictions--we must look 

to see what is hampering them and take steps.... What do you feel when you 
hear that the potential was there to be exploited but circumstances »re- 
vented any development? After all, the result you cited initially--tiow 

much initiative and enterprise yield--could probably also be expressed in 
negative terms: how much we lose from a lack or insufficiency of enterprise. 


[Answer] Circumstances prevented it--that does happen. Discoveries have 
failed to be recognized, inventions have not been introduced. Back in the 
early fifties a range of presses of a new generation was invented. In 

terms of weight and dimensions the device was tens and hundreds of times 
smaller than conventional progresses and considerably cheaper in production. 
And the saving (hypothetical, alas!) ran into billions of rubles: using 
these cheap and reliable presses it would have been possible to s:ibstitute 
waste-free deformation techniques on a massive scale for the existing 
production techniques involving machining. Several such presses were pro- 
duced and they are working very efficiently to this day. Ir the seventies 
several foreign firms had already employed what was essentiaily the same 
idea, in not such a good form, it is true, and had launched their production 
and a number of sectors in our country are purchasing their equipment. 

But Yu.P. Kusko, the author of the Soviet invention, had no opportunity to 
implement the new technology because of the ambitions of his parent institute. 
I believe that the time is not far off when injustice will have to give 

way but what a pity it is that so much energy should go on a fruitless 


struggle, what a loss! 


But these people seldom complain. They struggle and ultimately as a rule, 
they win. But those who cite circumstances are people who are socially 


passive. 


In conversation you can encounter different reactions to the word "enter- 
prise," it is true. But that is not the main thing. The people treat 
truly enterprising people with boundless respect and they revere the tradi- 
tions that these enterprising people establish. 
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People in Magnitogorsk joke: I will wear my fingers to the bone, but I 
won't let Magnitka down. Work proceeds precisely, discipline is good. 

The joke embodies the workers’ pride of the metallurgical workers and their 
attitude toward matters. It is a living reminder of many leaders and 
primarily the renowned G.I. Nosov, Magnitka’s leader in the war years. 

He was stern, harsh, even in his exactingness-—-but everyone loved hin. 


Or Viktor Ivanovich Muravlenko--a real zealot, the leader of the Siberian 

oil workers. Or I.I1. Naymushin again, under whose leadership many talented 
leaders of present-day construction sites passed through a school of socialist 
enterprise. 


Such people create a field around themselves. They create conditions and 
incentives for others like them to show themselves. If we look closely, 
it is from these people that society takesits cue. From people with a 
clear conscience.... 


cSsO: 1820/92 
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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


BUNICH HOSTS TV PROGRAM ON MATERIAL INCENTIVES 


[Editorial Report] 0W250517--Moscow Domestic Television Service in Russian 
at 0755 GMT on 10 March carries the "Lenin's University of the Millicns"” 
program featuring the sixth installment from the series "Economical Economy’ 
moderated by P.G. Bunich, corresponding member of the USSR Academy of 
Sciences. The opening segment of the feature discusses various aspects oi 
economic stimulation being experimented with at the Kolomna Machine Building 
Production Association and general aspects of material incentives. 


Bunich begins the body of the program by stating that the choice of topic 
for this discussion was not accidental, and that it was brought up by 
Andropov at the November CPSU Central Committee plenum. He adds that “when 
there are problems with economic stimulation then this becomes a serious 
reason for people being uninterested in working effectively. As a result, 
we still have high material and labor costs." He then cites examples of 
productivity growth exceeding income growth and suggests that the income 
structure has to be radically changed. 


Later in the program Bunich introduces Yevgeniy Ivanovich Borodin, member 
of the IZVESTIYA editorial board and editor for industry and construction, 
who agrees with Bunich on the lack of material incentives and poor organiza- 
tion and quotes an unnamed worker's comment on this: "I am tired of working 
at half of my capacity. I am tired of working surrounded by shortcomings 
and a gross lack of coordination." 


Bunich continues the program by dwelling on the mechanics of material 
incentives for high productivity and economy, supporting his commentary by 
practical examples. He emphasizes the need for economizing but points 

out that good workmanship should still play a greater role. On the issue 
of overeconomizing, he cites a letter from a television viewer stating that 
"too much economizing is harmful. From this type of economizing, suits are 
two sizes smaller and shoes are falling apart. I am wearing shoes with 
instructions not to wear them in temperatures below minus three and above 
plus 20. From this type of economizing tiles are falling off in houses 

and automobiles are rusting through within 2 years. This is not economizing 
but causing problems for people and organizations." Bunich notes that this 
is one extreme while the other extreme is “that we produce refrigerators 

so heavy that we cannot move them, and this is where a little economizing 


can help.” 


2h 











Bunich also suggests introducing a new wholesale price system for new 
machinery which would provide greater incentives for plants to economize 
without jeopardizing quality. He adds however, that he recommends this 
system for new machinery only. He also warns that high productivity bonuses 
paid in one year may be incorporated into the plan for the following year, 
thus rendering the incentive system useless. In regard to products assigned 
the "quality mark,” he comments that this method of stimulation is being 
abused and that some goods with this quality mark have to be reprocessed 

at a greater cost than the value of the goods. 


Bunich concludes the program by introducing the following week's topic of 
the "Lenin's University of the Millions” program, which is "The Brigade 


Method of Work." 


CSO: 1820/92 
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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


BOOK REVIEW SCORES AUTHORS’ OVERLY OPTIMISTIC VIEWS 
PM181717 Moscow PRAVDA in Russian 14 Mar 83 first edition p 3 


[Article by doctor of economic sciences Prof G. Popov under the rubric 
"World of Books": "Systematic Improvement of Management"] 


[Text] Past experience shows that the effect of planned measures can be 
ensured only by improving all components of the management system in 
inseparable connection with one another. And, conversely, the most urgent 
measures, when implemented in isolation, either fail to produce the required 
results or generally result in additional expenditure of efforts and 
resources. The 26th CPSU Congress demanded that, while earlier decisions 

on improving the economic mechanism and improving management should be 
unswervingly implemented, we simultaneously go further and solve the pressing 
problems. The authors of the book under review* attempt to cover the entire 


system of management of the economy. 


The monograph examines the main subsystems of management: planning, price 
formation, incentives, management organization, management of scientific 
and technical progress and management of foreign economic relations. In 
our view, for the full systems analysis of management, it is essential 
also to examine the problems of economic cadres, the administrative and 
organizational methods for strengthening discipline, responsibility, and 


so On. 


A feature of the monograph is the presence of theoretical, mainly political 
economic, analysis. The authors correctly consider that the major changes 
in management today require not only a widespread generalization of practice 
but also its profound and comprehensive theoretical substantiation. 


The book shows the significance of intensified long-term planning under 
today's conditions and notes ways to improve the system of optimization 
models for plarning and management. It also contains some interesting 

ideas on improving the functioning of the economic mechanism--including, 





*THE MANAGEMENT SYSTEM OF THE ECONOMY OF DEVELOPED SOCIALISM: TRENDS AND 
PROBLEMS (SISEMA UPRAVLENIYA EKONOMIKOY RAZVITOGO SOTSIALIZMA: TENDENTSII 
I PROBLEMY), Moscow, Economics Publishing House, 1982, 304 pages. 
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for example, the proposal to provide incentives for the level of efficiency 
rather than percentage fulfillment of the plan. Or on the need to regularize 
the RSFSR's territorial and economic division. 


The condensed and meaningful analysis of experience in the development of 
the economic mechanism in the CEMA member countries is a valuable aspect 
of the work. 


Some theses in the monograph are debatable. In many instances the authors 
groundlessly depart from objective evaluations of complicated problems in 
our economy. Thus, the analysis of associations draws the optimistic 
conclusions about the growth in their numbers and ignores the facts of 

the sharp slowdown in the rate of the numerical growth of associations, 
the much lower rates of increase in their efficiency compared with non- 
associated enterprises, and so on. 


All in all, the reader has recetved a useful study. 


CSO: 1820/92 








PLANNING AND PLAN IMPLEMENTAT LON 


FEATURES OF LONG-RANGE FCONOMIC, SOCIAL DEVELOPMENT PLANS 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 3, Mar 83 pp 26-34 


[Article by V. Mayer, deputy director of the NIFI [Scientific Research Insti- 
tute for Economics attached to the USSR GosplanJ; V. Rutgayzer, department 
chief; and D. Chernikov, sector chief: "Features of the Bases of Long-Range 
Plans for the Country's Economic and Social Development"]#l 


[Text | Well-planned development of the national economy requires efficient 
coordination in time of all elements in the process of expanded reproduction. 
A l5-year period of time corresponds to a significant degree to the goals of 
long-range planning, which has been called upon to put the strategic function 
of good organization into effect. The specific nature of long-range plan 
drafting for such a period was defined in the following way at the 25th CPSU 
Congress: “Orientations for 15 years, of course, cannot and should not be so 
directive and detailed in nature as five-year plans. They have anotner pur- 
pose--to determine in advance the nature and scope of the tasks ahead of us 
and to concentrate forces to resolve them, to see the possible problems and 
difficulties more clearly, and to facilitate the development and fulfillment 
of programs and projects which exceed the Limits of a 5-year period.” 





On the one hand, the period of long-range planning estimates cited provides 

the opportunity to more adequately take into account the objective processes 
and problems whose solution requires several 5-year periods, and to stipulate 
in five-year plans the large-scale economic and social reforms to bring about 
complete and comprehensive intensification of production, development of the 
socialist way of life, and improvement in the national welfare. On the other 


hand, for a period of the duration indicated it appears possible to define 
precisely enough the leading directions of scientific and technical progress 
and the potential economic gain from putting them into effect, the amount and 
composition of manpower, material and energy resources, the growth rate of la- 


bor productivity, and the amount of national income and its apportionment for 
consumption and savings. in addition, scientifically sound estimates of the 
prospects for development of the Soviet economy will make it possible to more 
purposefully coordinate the current economic and scientific and technical po- 
Licy of CEMA member countries, of the entire socialist community, and to com- 
pare our economic growth with development of the economies of leading capital- 
ist countries (taking into account that for the majority of countries the year 
2000, for example, will he a kind of natural historical boundary to which the 
specific tasks and resource limitations for future development "are attached”). 
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Proceeding from experience in long-range planning, the drafting and justifica- 
tion of long-range pian targets under present conditions obviously should in- 
clude the two most important stages: formation of the concept of economic and 
social development for a 15-year period (1986 to 2000), and preparation of the 
basic directions for economic and social development for the i2th Five-Year 
Plan (1986-1990) and for the period up to 2000. In working out a draft of the 
concept of economic and social development for the period up to 2000, we must 
be guided by the strategic goals of economic and social progress outlined by 
the party, taking into account the peculiarities of the specific stage in the 
country's public development, and by the Comprehensive Program for Scientific 
and Technical Progress, the General Scheme for Development and Distribution of 
Productive Forces, and the system of long-range national economic forecasts. 
The overall objectives and functions of the concept are as follows: definition 
of the composition of the socioeconomic strategy for’ development of the nation- 
al economy in conformity with the specific objective conditions for reproduc- 
tion in the 1980's and 1990's, analysis of the interaction of the basic ele- 
ments of the strategy, and making known the principal stages of development 
and their vital problems; scientific analysis of the nature and scope of those 
socioeconomic and scientific and technical problems which may arise in the fu- 
ture and the search for alternative solutions to them; and substantiation of 
the principles and directions for structural, technical and organizational im- 
provement of the national economy with the purpose of completing its switch to 
the track of primarily intensive development. 


Initial data for the work of the USSR Gosplan, USSR ministries and departments 
and the councils of ministers of union republics on‘a draft of the basic direc- 
tions for econcnic and social development fer 1986-1990 and the period up to 
2000, in the course of formulating which the composition of special-purpose 
comprehensive scientific and technical, economic and social programs, as well 
as the development of territorial production complexes, is defined, should be 
determined precisely on the basis of the concept of economic and social deve- 


lopment for the period up to 2000. 


Experience accumulated in compiling special-purpose comprehensive programs 
indicates that regardless of the balance limitations for resources determined 
in the stage of working out the concept of economic and social development, 
the formulation of special-purpose programs often loses touch with the real 
potentialities of tne economy. There is time now to avoid this and to estab- 
lish in advance the possible amount of resources being allocated for fulfill- 


ment of the appropriate program. 


The concept of economic and social development is the basis of the unity of 
the system of long-range plan estimates and determines the initial quantita- 
tive reference points for balanced development of the economy in the long 
term. In drafting balance indicators, it is necessary to utilize evaluations 
of the possible directions for improving the people's weifare. In particular, 
they should be taken into account in forming requirements for the rates and 
proportions of public production, intersectorial relationships, shifts in the 
production of individual products, efficiency indicators, and directions of 
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scientific and tecnnical progress. It is intended to implement such calcula- 
tions in the range from the least acceptable lower limit of growth in consump- 
tion resources to the socially justified upper limit of their expansion. 


The least acceptable lower limit of growth in the resources cited, as a rule, 
is established by means of ascertaining the conditions of the so-called natu- 
ral growth of personal income. The evaluations obtained as a result of this 
make it possible to determine the minimum requirements of the dynamics of the 
consumption fund in the national income. A minimally necessary increase in 
personal incomes has been called upon to provide for a current rise in wage 
level in conformity with structural shifts in production and personnel, and 
taking into account the increase in labor productivity, as well as the neces- 
sary increase in monetary income from public consumption funds under the given 
conditions of providing them for the people. In individual cases, resources 
of individual consumption, as well as incomes and funds being directed at so- 
lution of pressing social or production problems, may be included among those 
that are least necessary. 


Evaluation of trends that have taken shape in the past may be taken as the ba- 
sis for determining the least acceptable requirements for consumption re- 
sources which provide for the functioning of the nonproduction area. In par- 
ticular, minimal absolute increases in relative materials consumption may be 
established with regard to physical inputs in the nonproduction area in calcu- 
lating for a representative feature of development (differentiated according 
to education, public health, culture and housing, as well as according to 
science and management as a whole, in estimating the possible number of workers 


employed here). 


Justificationof the upper limit of social demands upon the development of pub- 
lic production may be based on assumptions about the necessity of using the 
average per capita indicators of an efficient consumer budget in a given fu- 
ture period. Such an approach is being widely applied in research by the NIEI 
and in work to compile the Comprehensive Program for Scientific and Technical 
Progress. In the final analysis, it is oriented at conducting a series of 
iterative calculations aimed at coordinating in a future period, on one hand, 
the dynamics and structure of public production which correspond to the ave- 
rage per capita characteristics of an efficient consumer budget, and on the 
other hand, the possible path of the national economy as a whole, which has 
been determined based upon resource limitations. 


Recently claims have been made that an efficient consumer budget would not be 
in a position to fulfill the role of an entire long-range reference point for 
the development of public production, inasmuch as its indicators. are supposed- 
ly of a harsh standard [zhestkonormativnyy] and do not always correspond to 

the conduct of consumers. In this regard, different methods are being pro- 
posed to calculate the changes in their conduct by various groups for the long- 
term future. Thus, A. A. Ovsyannikov writes: “One of the central problems of 

a theory of national consumption is the task of evaluating the actual require- 
ments of the population. Two approaches may be singled out in the methodology 
of solving it: the normative and the behavioral. THE FUNDAMENTAL SHORTCOMINGS 
OF THE NORMATIVE APPROACH (underscored here and subsequently by us--the authors) 











lead to a conclusion of the necessity for study of requirements based on an 
analysis of THE ACTUAL CONDUCT of families of different sociodemographic 
groups... This approach makes it possible to 'construct' a system of require- 
ments on the basis of actual conduct and to assess the possibility of satisfy- 


ing them. "3 


Such a contrasting position is far-fetched, it seems to us. An efficient con- 
sumer budget and patterns of forming, let us say, the demand of the population 
play a complementary [vzaimodopolnyayushchaya] role in substantiating the pros- 
pects for an increase in the people's welfare. At the same time, it should be 
kept in mind that consumer standards which "are constructed" on the basis of 
"the actual conduct of people" [initial quotation marks omitted in source! are 
seldom applicable for drafting a long-range plan, inasmuch as such conduct also 
reflects negative aspects in the people's consumption, and overcoming this is 
one of the purposes of a long-range plan. A. A. Ovsyannikov himself realizes 
this. "The consumer standards obtained in this way," he adds, "require a qua- 
litative evaluation, which is determined subject to a SPECIFIC ORIENTATION to- 
ward achieving a PROGRESSIVE structure of consumption..."4 But the evaluation 
mentioned is possible only on the basis of a normative approach, on the basis 
of an efficient consumer budget, in particular. By rejecting this, we are able 
to obtain a system of intermediate planned consumer budgets of the people. 

They represent a kind of landmark of the shift from an initial consumer budget, 
with its still low level and in many respects imperfect structure of benefits 
and services which meet the personal demands of the population, to the volume 
and structure of consumption which correspond to ideas about scientifically 
substantiated standards ina given field. 


The circumstance that the initial structure of the population's consumption 
also is made up under the influence of impractical demands (the significant 
proportion of alcoholic beverages in the consumer budget is explained by this, 
as an example) should be kept in mind as well. Behavioral patterns of con- 
sumption, in any event, reproduce similar negative aspects when long-range in- 
dicators of the population's consumption are substantiated. 


For this reason, it is also impossible to consider as justified the approach 
of K. K. Val'tukh to predicting the dynamics and structure of personal con- 
sumption, which is oriented toward structure of the consumption of the popula- 
tion groups with the highest incomes.? However, the level of consumption in 
such groups reflects, in particular, the peculiarity of their demographic com~ 
position, the size of families, the insufficient production of a number of im- 
portant consumer goods, as well as the influence of impractical demands. For 
this reason, data on the level of consumption in families with high incomes 
cannot serve as a reference point and substitute for scientifically substanti- 
ated standards which reflect the people's actual demands. 


A rather peculiar attitude is observed among some experienced workers toward 
efficient consumption norms. In their opinion, these norms reflect what may 
really be achieved, taking into account the resource limitations in one year 
or another. The "efficient" norms of consumption make their appearance, let 
us say, in 1985 or 1990. We cannot concur with such an approach. Efficient 
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consumption norms should be worked out without regard for direct orientation 
toward resource limitations precisely to justify demands in accordance with re- 
sources. Only in this case can they serve as a reference point in siibstanti- 
ating the scope of development of consumer goods production. Otherwise, their 
role is reduced to a role of functions that are a kind of "excuse" ["apologeti- 
cheskiye"] to corroborate the indicators which are specified for development 

of the corresponding types of production. This, of course, does not mean the 
lack of demand in drafting intermediate norms, taking into account the actual 
limitations for the period of movement from current indicators to efficient 
consumption standards. Such norms, unquestionably, are necessary. But they 
should be based upon the level of efficient consumption. Precisely the task 

of achieving, in a given long-range plan period or in the long term closest 

to it, an average per capita level of efficient consumption by the population 
of different goods predetermines the higher socially motivated increase in 

the resources of consumption. 


It is advisable to begin drafting the balance indicators of the concept of eco- 
nomic and social development with the formation of an initial (base) version 
of the increase in national income and capital investments, in which the 
trends of increasing the efficiency of public production and structural shifts 
which took shape in the course of fulfilling the current five-year plan are 
taken into account. At the same time, in the base alternative, those limita- 
tions in accordance with resources which originally are formed irrespective of 
the hypothesis of economic development which is being accepted are taken into 
consideration. This applies primarily to the steady limitations of reproduc- 
tion of the population and manpower resources, the production of some types 

of fuel and power and raw material resources. Simultaneously, the specific 
(normative) version of the development of national income and capital invest- 
ments, in which desirable trends in increasing the efficiency of production 
and structural shifts (based upon the terms and scope of solution of long- 
range socioeconomic problems) is being worked out. 


Comparison of the base and normative versions in development of the national 
economy makes it possible to identify future problems whose solution is ob- 
ligatory for the transition from the initial path to the desirable path of 
economic growth. The substance and scope of these problems may be revealed 
with analysis of the gap between the specific direction of the economy, which 
follows from the evaluation of public demandg and the condition of production, 
determined by foreseen and available opportunities. Thus, the input of fodder 
able to ensure the production of livestock products at a level which meets the 
rational demands of the people, let us say, is assessed at 750 to 780 million 
tons of fodder units [korm. yed.], but the production of fodder crops will be 
able to provide for only 580 to 600 million tons. The gap is from 170 to 180 
million tons of fodder units and characterizes the complexity of the problem 
cited, and its significance among other problems of the national economy. 


The extent to which urgent problems in development of the national economy are 
resolved within the limits of a given long-range plan period depends on the 
possibility of managing the different processes of reproduction. The higher 
the proportion of processes which directly give way to the controlling 
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influence of the plan system, the greater the extent to which we will imsle- 
ment the transition from the base to the normative version, and the gcre 
strongly that purposefulness in development of the national economy will pre- 
vail over the determinism of the trends which nave taken snape. 


The balance of the national economy is the basic instrument in establisnin 


the necessary proportions of expanded reproduction when a long-rang\> plan is 
drafted. Much work has been carried out in the USSR Gosplan and in scientific 
organizations to develop schemes and methods of calculating it, whicn nas con- 
tributed to improvement in five-year national ecoriomic planning anc a more 
thorough analysis of the process of expanded reproduction. At the same time, 
sufficiently reliable methods of substantiating interrelationships among indi- 
cators of the balance of the national economy for the long-term future nave 
not been created yet. While traditional open models of the intersectorial ba- 
lance type, for which a large amount of exogenously set data is characteristic, 
are being used in the central complex of problems, the ASPR [Automated System 
of Planning Estimates], intended for drafting five-year state plans for econc- 
mic and social development, a qualitatively different principle should be 

used in the integrated system of balance estimates of a long-range system. 


In constructing the models for predicting the rates amc proportions of econo- 
mic growth which lie at tne basis of the integrated system of balance esti- 
mates and are used to form the concept of a long-range plan, the detailed data 
provided bteforehand which are expressed in the system of technical and economic 
standards are lacking. Moreover, the standards themselves, the elaboration of 
wnich is the essence of the process of accepting controlling solutions, depend 
to a definite extent on the overall parameters of ecoriomic cevelopment and the 
status of tne balancing of the national economy. At the same time, the stand- 
ards mentionec may substantially differ in the level of input of different 
types of limited production resources. It follows from this that technical 
economic standards cannot be substantiated a priori. iInterrelationships among 
the most important parameters which characterize the rates and proportions of 
economic growth should be determined within the limits of a system cf modeis, 
on the basis of analysis of natural trends in development of the national eco- 
nomy. Based upon an integrated system of balarce estimates for the forthcoming 
long-range planning period, key problems cf economic growth should be studied, 
and the principal directions of technical re-equipment of the production appa- 
ratus and structural changes in the national economy, shifts in the distri bu- 
tion of productive forces, and rationalizations of foreign economic ties 


should be outlined. 


The course toward comprehensive intensification of public production has been 
aimed at turning its inc”easing efficiency into the main source of expanded 
reproduction. The most important physical conditions for improvement in the 
efficiency of public production are acceleration of scientific and technical 
progress and structural reorganization of tne national economy. In this con- 
nection, we are faced with completing the process of reorganizing the most 
important reproductive and intersectorial proportions in conformity with tne 
accepted course toward intensification of public production. Conditions are 
emerging which are favorable to the new type of balancing of the national 
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econceay, which will make it possible to overcome in tize the iisitations 

which arise in the process of development anc to establish the material pre- 
requisites for accelerating an increase in public production efficiency when 
there is some deceleration in the increase in physical quantities of production 


A cnaracteristic of the primarily intensive type expandcec reprocuction is 
oms of scientific ar.c 


of 

that man ower-, capital- anc materials-saving functi 
tecnmica: progress are consistently put into effect 

function mas been realizec under the primarily extensive type of expanded re- 

procuction as well. Under conditions of a transition to a prigzarily intensive 
type, its consistent realization presupposes first of all that the dynamics 


of labor productivity are drawn closer to the dynamics of production, witn the 


subsequent primary increase in labor productivity. in that way, conditions 
will be created, in particular, for an absolute reduction in tne number engaged 
im physical production. The increase in labor productivity should be ensured 
on the basi r in its technicai re-equipgent through overall me- 
on of production, an increase in the power-worker 

in forms of its organization anc norm-setting. impie- 
measures is required to increase labor productivity not only 
through a quantitative increase in tne capital-labor ratio (as this basicaily 

ce previously), but primarily through quali-ative isprovemzent in tne 

fixed capital being used, by means of increasing the norms of equipment retire- 
ment anc replacing it on a new technical level, with the provision of manpower 


al 


took pla 
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resources for the balancing of newly establishec and available work places. 
It is necessary to create the technology for mechanization of ganual labor at 
an accelerated rate, chiefly umskilled and heavy work and work performed under 
narmful conditions; to systematically implement tne transition from mechaniza- 
tion of basic processes to the introduction of automated systems. in the pro- 
cess, it is important to find the most economical ways of replacing manual la- 
bor with machine, mechanized and automated labor. it is also required tc pro- 
vide the economic, organizational and legal conditions for the broac reiease 

esources from operating enterprises and industries tc the extent 


of manpower ré 
that the achievements of scientific and technical progress are put into effect. 


While the capital- anc materials-saving functions of scientific and technical 
progress were of a sporadic and local nature under the primarily extensive 

type of expanded reproduction, a distinctive feature of the primarily intensive 
type of expanded reproduction is that they are consistently put into effect. 
Long-range planning makes it possible tc radically cnange the trend which has 
taken shape to utilize fixed production capital, to achieve first stabiiiza- 
tion, then an increase in the cutput-capital ratio, om the scale of the entire 


__—“— 


mationmal economy. 


tion of production capacities, reinforcement of the workloac of the produc- 
tion apparatus in tne processing sector of the economy, replacement of obso- 
lete, unproductive equipment with new equipment, elimination of idle times, 


and the relieving of bottlenecks. t is necessary to sake decisive steps to 


Changing the dynamics of the output-capital ratio presupposes efficient utili- 

















improve tne use of agricultural machinery and means of transportation. Taking 
into account the existing limitations, as well as requirements for a change in 
the process of reproduction of fixed capital and improvement in the production 
apparatus which result from the course taken for intensification of public pro- 
duction, it is necessary in the forthcoming long-range period to substantially 
increase the proportion of capital investments directed at replacement of retired 


fixed capital. 


The long-range plan period makes it possible to consistently put into effect 
the basic directions of savings in physical resources. Elimination of direct 
losses in the national economy must be put in first place here. Ensuring the 
complete safety of agricultural products in the process of their production, 
storage, transportation and processing is especially urgent. Until this prob- 
lem has been resolved, there are no justifications for speeding up investments 
in the production of primary raw material, including with the aid of land re- 


clamation. 


The principal reserves for savings in current physical inputs must be sought 
directly in production. Ways of savings in fuel and electric power are we 1 
Known and are being gradually put into effect. There are always opportunities 
to accelerate these processes. There are vast opportunities for savings of 
metal as well--reducing the cutting in metalworking through the introduction 
of new, advanced processing methods, and improvement in the quality and struc- 
ture of rolled metal with the appropriate reorganization of machine building, 
which is the basic consumer of metal. It is difficult to assess the scope of 
probable savings of wood under the condition of full utilization of timber re- 
sources and its thorough processing. The preliminary conditions for this are 
the radical reorganization of production in the lumber industry and introduc- 
tion of new technological processes in the paper and pulp industry. Finally, 
a change in the engineering [teknnicheskaya] policy in construction .can pro- 
duce a great deal. A turn to materials-saving technology is necessary in this 
sector, taking into account advanced domestic and foreign experience. Techni- 
cal progress in construction should be defined by the reduction in inputs of 
national labor, the cost of a unit of space, and the volume and mass of build- 


ings when their quality is improved. 


In the foreseeable future, the consistent realization of the materials-saving 
functions of scientific and technical progress will be an important factor in 
decreasing the capital-output ratio of production, inasmuch as raw material, 
power and fuel are being produced in the most capital-intensive sectors. For 
this reason, a relative decrease in the consumption of fuel and power and 

raw material resources will nave a radical effect upon a decrease in the nati- 


onal economy's capital-output ratio. 


A long-range plan--and in this lie its value and advantage--should stipulate 
the methods and periods for overcoming the trend of an increase in the rela- 
tive inputs of national labor in all sectors and units of public production. 
Stricter requirements also must be made upon the dynamics of outlays for pro- 
duction (of the same production cost, let us say) in monetary form. Reduction 
of expenditures in real terms, on the average, per unit of use value creates 
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an objective basis tor reduction of the overall level of wholesale prices and 
requires a solution to the unprofitableness of individual enterprises and sec- 
tors on the basis of this problem. 


A thorough study of national economic and sectorial proportions is necessary 
for a more complete and rapid satisfaction of public demands by more efficient 
means. Side by side with the speeded-up development of such sectors as nuclear 
power, production of new construction materials, electronics (including micro- 
electronics), robot building, biotechnology, and the industry of precision 
organic synthesis [promyshlennost' tonkogo organicneskogo sinteza], as well as 
the establishment of a modern data infrastructure, the structural shifts with- 
in traditional sectors also appear necessary. The greatest advantage of soci- 
alism--the availability of a unified economic staff (the USSR Gosplan)--opens 
the opportunity to reorganize the sectorial structure of the national economy 
and to consistently implement a division of labor on scales which are attain- 
able only within the limits of a long-range plan. 


The experience of world developmerit demonstrates that only the consistent spe- 
Cialization, setting apart, and high concentration of homogeneous output estab- 
lish the prerequisites for really revolutionary technical solutions. Steady 
progress in the public division of labor, the realization of Leninist ideas 
concerning collectivization of production, a sharp turn to the side of speci- 
alization and concentration of production in all sectors--these are the most 
important organizational conditions for intensification of production and an 
increase in its efficiency. Solution of this problem is particularly signifi- 
cant in machine building (where the need has long been urgent to overcome 
dissipation of resources and to eliminate a "natural" economy by developing 
intersectorial industries, enterprises and sectors and component [podetal'- 
nayaj, industrial, and especially functional specialization, as well as in 
agriculture. The most important problem of ensuring the balancing of the ef- 
fective demand of the population with the resources of consumer goods, both 

in accordance with their overall volume and structure, will be resolved in the 
area of consumption rationalization in the forthcoming long-range plan period. 
This is not only the principal factor in further increasing the people's mate- 
rial welfare, but a condition for providing labor productivity incentives as 
well. Resources for an increase in the consumption funa in coming years should 
be directed mainly at solution of the problem cited. 


The basic way to achieve correspondence between supply and demand is acce!era- 
ted development of consumer goods production, substantial improvement in their 
quality and variety, and maximum utilization of centralized as well as all lo- 
Cal resources for these purposes. The resources of food products and some non- 
food consumer items may be substantially increased in the next 2 to 3 years 
through a sharp reduction in losses of agricultural output. Of course, the 
problem of demand cannot be resolved through stepped-up development of the 
production of just individual groups of consumer goods. The extent to which 
all other demands are met must also be increased, switching over demand from 
consumer goods whose allocation requires relatively large expenditures to the 
types of goods whose production development better corresponds to the trends 
and capabilities of the structure of our production. 
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A second direction consists of speeding up production of articles of long-term 
use. Here, in particular, it is required to increase the level of specializa- 
tion and concentration in the production of technically complex articles to 
improve their quality and reduce production costs. 


A third important structural shift consists of speeding up development of the 
production of syntnetic and artificial fibers, improvement in their quality 
and a sharp buildup in the output volume of fabrics from them, nonwoven mate- 
ials of the type used for fabrics, rugs and carpet materials. The question 
of the advisability of further expanding sown areas for cotton, after concen- 
trating attention on increasing its yield, increasing the amount of fiber ob- 
tained from the unfinished product and improving the grade and quality of the 
fiber, must be examined. 
Finally, solution of the problem of increasing paper production must be ac- 
celeratec. This, together with ex-ansion of the printing hase, will make it 
possible to increase the number of copies of publications, particularly fic- 


tion. 


Steps to expand production should be supplemented by improving the planning 

of the production and sale of consumer goods. In particular, additional re- 
sources may be found in the shortest possible time for the sale of construc- 
tion and lumber materials, metal products, and all types of fuel to the people 
through their redistribution and savings in production. With the immense pro- 
duction volume of these products in our country there are always opportunities 
to fully meet the people's demand for them. Until the overall balancing of 
supply and demand is achieved, the increase in the mass of consumer goods and 
services requiring payment should outstrip the increase in the people's in- 
comes. When plans to produce consumer goods are not fulfilled, it is impos- 
sible to permit an increase in incomes stipulated in the plan. 


Planning and economic calculations for the long-range future should take into 
account the directions to resolve other large-scale social problems as weli, 
particularly those connected with improving the system of retail prices, the 
relationship of various types of services provided to the people which require 
and do not require payment, and so forth. This presupposes the drafting of al- 
ternatives for development over the long term in accordance with the directions 


to resolve each one of such probiems. 
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PLANNING AND PLAN IMPLEMENTATION 


VALUE-ADDED, PHYSICAL UNIT OUTPUT INDICES CONTRASTED 


Moscow EKONOMICHESKAYA GAZETA in Russian No 5, Jan 83 p 10 


[Article by G. Kiperman, sector chief, USSR Gosplan Scientific Research Institute 
on Planning and Norms: "Indicators: Natural and Value"'] 


[Text] The problem of the relationship between natural and value indicators 
has several aspects with respect to their role in the planning and evaluation 
of production element activities: the ratio of these indicators’ growth rates 
and the correspondence of production physical composition to its value magnitude. 


Principles of the Pelationship 


Physical indicators have always been given a leading role in the process of 
plan compilation. In accordance with methodological instructions, at the basis 
of production volume value indicator determination lies a direct accounting 
of planned product output by assortment [nomenklatura], (at the level of sector 
and ministry it should cover at least 80-85 percent of the output volume,ty 
assortment group, and at the enterprise level, almost the entire volume). 


Increases in the feasibility of planning production assortment depend to a great 
extent upon the further development of direct economic ties between associations 
and enterprises, and the enhanced role of five-year economic contracts. 


Increased attention is now being paid to the evaluation of plan fulfillment 
assortment and the fulfillment of delivery obligations. However, an increased 
role for physical indicators does not mean a reduction in the importance of 

value indicators. These indicators are not interchangeable. From value, for 
example, one cannot judge the satisfaction of specific social requirements, 

while from physical indicators, one cannot judge the overall dynamics of product- 


ion volume and efficiency. 


Improvements in physical measures of production will not give the expected 
result if they are made in isolation from improvements in price formation and 


value indicators. 


In recent years since the decision on the economic mechanism a great deal of work 
has been done on the improvement of the physical measurement of production in 
machinery building and paper production. Such work is under way in other 
sectors, although slowly. However, often instead of improvments in physical 
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indicators, they are replaced by price [tsennostnyy] indicators. Thus, the 
Ministry of Chemical and Petroluem Machine Building restricted itself to 
replacing weight measurements of production by price measures. This leads 

to an exaggeration of value indicators' role and a decline in the incentive to 


reduce production material intensity. 


There is a well known unsuccessful experiment in the production of wallpaper. 
After the conversion from unit planning to setting targets in rubles, in the 
first quarter alone there was a 1 million unit reduction in production, and 
after 4 years of using the price measure in the functions of a physical measure 
production declined by 16 million units. True, quality did improve, but wall- 
paper right away became an extremely scarce good. It is apparently better to 
use two measures; in rubles and in units. This should be established. 
Incidentally, this is the way they are used in other sectors. 


The material interests of labor collectives under the conditions of the actual 

operative economic mechanism are more closely linked to value indicators, than 

to physical ones. The size of the wages fund, and to a decisive extent, of the 
material incentives fund, depend upon the fulfillment of the plan in v2lue 


indicators. 


Material responsibility for plan fulfillment with regard to assortment is estab- 
lished through the indicator of sales [realizatsia] plan fulfillment, including 
observation of contractual obligations. Here the enterprise is most responsive 
to the relationship between physical and value indicators. 


The decline in allocations to incentive funds for nonfulfillment of contractual 
obligations is partially, and sometimes completely offset by increases in allo- 
cations for improvements in other indicators. 


Wouldn't it be more to correct to stipulate that if obligations for actual 
deliveries were not fulfilled then the material incentive fund, including 
all locations to it (for quality and economy) could not be greater than planned? 


There are definite objective contradictions between physical and value indicat- 
ors, which manifest the contradictions between value and use value. In order 

to minimize the negative consequences of these contradictions it is essential 
to see that plan fulfillment for physical indicators also ensures its fulfill- 


ment for value indicators. 


What is the difficulty in the unification of calculations of production volumes 
in physical and value indicators? When there is a broad assortment of products, 
the excessive unwieldiness of computations makes it necessary to calculate the 
plan by groups, rather than specific items [pozitisiya], while at the same 

time prices are established for specific items. 


Another difficulty is that in practical plan development work, the composition 
of each group of items is often not yet known, since there are no customer 
orders. It is necessary to jump off from the assortment existing in the base 
period, and give consideration to cha.iges which will occur during the period 
being planned due to the influence of technical progress and other factors. 
No matter how scrupulously one calculates their effect, one cannot get along 


without studies of probability. 














Finally, it is essential that contradictions in price formation do not arise 

in the replacement of one physical measure by another. For example, much is 
being done during the five-year plan to improve the physical measurement of paper. 
More than 25 percent of its production is planned in square meters. However, 

the principles of price formation have remained unchanged and standards have not 
been reviewed. According to GOSTs [State standards], the thicker the paper the 
better it is, while according to the price list, the thicker it is the more 
expensive, and visa versa. 


Tn Rubles and Units 


Another aspect of the problem is the more rapid growth of value indicators 
compared to natural ones. This is characteristic of practically all sectors, 
especially in machinery building. To some extent it reflects increased quality 


of output. 


The more rapid growth of production value when compared to physical volume is 
often explained by the improper measurement of the latter. After all, if by 
tractor production physical volume is understood the number of units, then its 
dynamics will increasingly lag behind the growth in total value. The picture 
changes substantially if one compares total horsepower of the tractors produced 
with value indicators. In other words, an increase in price per unit of output 
is considered to be understandable [zakonomernym] if price is declining when 
calculated for a leading parameter. 


However, even this approach will not always save the situation. 


A better criterion in such cases is the economic effect. Unfortunately, however, 
there are cases where the growth in prices is not compensated by the increased 
effect. Such prices, of course, should not be ratified. 


In principle, any output value has a specific physical composition corresponding 
to it. However, in reality there are divergences. 


The cases where production's physical results do not correspond to any output 
value magnitude are minor in industry and mainly are reduced to violations of 
established rules for production sales. 


The struggle against such cases will be effective if it is given an economic 
basis: the improvement of wholesale trade, and an increased role for the 
territorial organs of USSR Gossnab [State Committee for Material and Technical 
Supply], in supplying enterprises with resources, the requirements for which 
cannot be foreseen a year in advance. 


Sometimes production physical composition does not correspond to value indicators. 
This quite widespread phenomenon is fairly often the result of instructions 

which are in effect. For example, the indicator for commercial output, which 
remains the main volume indicator in a number of industrial sectors, includes 
extensive double counting of transferred value. 


For example, the Uralelektromed [Urals Elector Copper] Combine delivers copper 
sulphate to the Burnarskiy Chemical Plant in the Chuvash ASSR, the Pervoural'skiy 
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Dichromate Plant and other enterprises where it is repackaged 

and sold as a mass consumption good. The total volume of copper sulphate 
commercial output is counted twice, while if it is packaged at the Uralelektro- 
med’ it is only counted once. The ministry and Gossnab organs should be 


answerable for such a practice. 


Instructions which have accumulated over many years contain many “exceptions” 
to the gap between physical and value indicators. For example, raw sugar 
processed into refined sugar is included with it in the commercial and sold 


output of the sugar refinery. 


It is advisable to carefully review such instructions and minimize them. 


The divergence of physical and value indicators is also due to the practice 
which has appeared in recent years of including in reports various kinds of 
markups ‘nadbavka] (for example, for the mark of quality) on wholesale prices, 
which are not included in plan data. 


Now, in view of the increased role for the indicator of sales plan fulfillment, 
including contractual obligations, markups on wholesale prices cannot compensate 
for short deliveries. It seems to us that the inclusion of markups in reports 
without their inclusion in plans has lost its incentive role. Because of this, 
it should be renounced, and the total of markups in the plan should be in com- 
plete accordance with the plan for the production of higher quality items. 


Markups and NChP {Normative Net Proudct] 


Markups for the Mark of quality have the character of an incentive. They are 

not a means for compensating the enterprise for increased costs, nor an expres- 
sion of direct and embodied labor costs. The markup total does not correspond 
to the real physical production volume, and does not find reflection in whole- 


sale prices. 


However, in connection with the introduction into practice of the normative 

net product indicator there are attempts to change the existing procedure. 

At the USSR Minlesbumprom [Ministry of Timber, Pulp and Paper, and Wood Pro- 
cessing Industry] markups for the mark "N” [novika!(new item) and others are 
included in the report on the NChP, but are not included in the plan. This 
contradicts the principles of the new indicator'’s use. After all, NChP is 
stable, in measuring the dynamics of production volume it performs the functions 
of constant, unchanging prices, and by no means current ones. Output is neither 
bought nor sold according to NChP. 


The improper use of NChP creates a semblance of well-being. The Irkutsklesprom 
[Irkutsk Forest Products Industry] Association fulfilled the 1982 first half 

year plan for NChP by 110 percent, but did not fulfill the basic product assort- 
ment plan. Overfulfillment for volume was attained through markups -- for 

the production of furniture with the "N” mark, and for shipping lumber in stacks. 
If the markups are not taken into consideration, the plan would only be 99 per- 
cent fulfilled. EKONOMICHESKAYA GAZETA has already written about other problems 
in the formation of normative net product. 
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If the output expressed in the plan in physical units is not given its intend- 
ed value magnitude, then it is assumed that the remaining share is created by 
the enterprise independently through other output (individual orders, work of 
an industrial nature). 


This can be considered economically justified within reasonable limits (3-5 
percent). It allows the more complete utilization of capacity and labor 
resources, and gives consideration to the requests of local organizations. 
The statute on production enterprises makes provisions for the possibility of 
doing this kind of work. 


On the other hand, enterprises often abuse the possibility of increasing the 
production of this other output to the detriment of the basic assortment. 
At the Irkutsklesprom Association, for example, the actual volume of this output 


exceeds the plan by 10 fold. 


Evidently, the limiting share of output value magnitude not expressed in physic- 
al units must be regulated by ministries’ methodological documents, with con- 
sideration given to sector characteristics. The production of such output above 
the established magnitude should not be taken into consideration in the form- 
ation of wages and material incentives funds. 


However, another situation is possible. Items in the product assortment are 
almost always consolidated in the plans. The complete listing of all items 
is only provided in contracts, where it is given by composition, quality, and 
technical design. Therefore the wholesale price (or NChP) of the output 
covered by the contract often exceeds the plan target for value indicators. 
If the contracts have been concluded and orders accepted for implementation, 
and there is no doubt about their being realistic, then in our opinion it is 
advisable to change (increase) the plan with respect to value indicators 

(for example, according to the status on 15 February). Such correction, of 
course, do not contradict the requirements for plan stability and balance. 
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efficiency of the new enterprises which have been put into operation and those 
which have undergone reconstruction. It needs to be taken into account that 
the majority of new technology and progressive processes are introduced 
through retooling, reconstruction, expansion and new construction. The course 
set toward intensification is imposing higher requirements on the designing of 
new projects and on their technical and economic substantiation. Project 
plans and estimates must take more fully into account the economic benefit 
from application of scientific-technical advances. 


Ja the near future the rise in the efficiency of capital investments will de- 
pend decisively on a faster pace of technical progress in construction work as 
well as in the industry manufacturing building materials and fabrications. 

The main directions of scientific-technical progress in the construction sec- 
tor call for improvement of space-layout and structural features of buildings 
and installations, use of economical materials and fabrications, a higher de- 
gree of off-site readiness of prefabricated elements, and introduction of pro- 
gressive implements of labor. Even by 1981 the relative share of fully pre- 
fabricated construction had risen to 40.5 percent of the totai volume of con- 
struction and installation work, as against 21 percent in 1970. 


Industrial methods will undergo further development as prefabricated struc- 
tural elements are made larger, as progressive methods are used for making 
them up into units and effective jigs and fixtures are used to increase the 
accuracy and quality of erection, reducing its labor intensiveness and cost. 
More and more built-in structures and processing equipment will be installed, 
and the roofs of industrial buildings will be built on an assembly-line basis 
and installed in units. There will be an increase in the relative share of 
erection of residential buildings from three-dimensional elements and instal- 
lations from large units. The relative share of construction of large-panel 
residential buildings according to the new theories of standard designs in the 
total volume of large-panel and box-module residential construction increased 
from 23.1 percent in 1975 to 58.5 percent in 1981. 


In future there will be a substantial improvement in the makeup of the stock 
of construction machines, and their technical level will rise. Broader use 
will be made of highly productive equipment, small- and medium-capacity ma- 
chines will be more mobile and versatile, and there will be an increased out- 
put of machines to mechanize manual labor. 


Acceleration of scientific-technical progress is the decisive factor for rais- 
ing labor productivity and reducing the cost of construction; strengthening 
the role of this factor opens up the opportunity of putting more new produc- 
tion capacities, residential buildings, schools, hospitals and other projects 
into service with the same capital investments. The higher efficiency of cap- 
ital investments thanks to their improved planning and the greater effective- 
ness of economic levers is in turn having an ever greater impact toward inten- 
sive cconomic growth and on the productivity of social labor. This role of 
capital investments is objectively imposed in the present stage by the very 
course of development of the productive forces and production relations. 
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Whereas in the context of building the physical and technical base of social- 
ism and in the postwar years emphasis had to be put on increasing the quantity 
of productive capital, on expanding construction of new enterprises and 
thereby steadily increasing the number of workers in construction and at newly 
built enterprises in industry, transportation as well as other sectors in the 
production and nonproduction spheres, in the eighties raising the efficiency 
of capital investments and improving their structure have decisive importance. 
This requirement is predetermined by the altered conditions for development of 
the productive forces (the limited nature of labor resources, land, raw mate- 
rials and fuel and energy resources, the development of new regions, and the 
higher costs of natural resource conservation), as well as for the development 
of the infrastructures of production and of nonproduction activities, and by 
the strengthened role of social factors in economic growth. It is now not 
possible to build enterprises without at the same time building all the neces- 
sary social and consumer service facilities, which guarantee stabilization of 


labor resources. 


Changes in the structure of capital investments were outlined back in the sev- 
enties. For instance, at projects for productive purposes at state and coop- 
erative enterprises the relative share of construction and installation work 
in the total volume of capital investments dropped from 50 percent in 1970 to 
48 percent in 1975 and 40 percent in 1980, while the share of outlays for 
equipment, tools and minor equipment increased correspondingly from 40 to 42 
and 47 percent. In the 10th Five-Year Plan hundreds of enterprises underwent 
retooling and reconstruction on a new technical base; state capital invest- 
ments committed tu those purposes were twice as large as in the years of the 
9th Five-Year Plan. The machine-labor ratio in construction was almost 2.3- 
fold higher than in 1970. The relative share of capital investments for re- 
tooling, reconstruction and expansion of existing enterprises in the total 
volume of state capital investments in the industrial sector rose from 68 per- 
cent in 1975 to 72 percent in 1980. 


Taking these tendencies into account, certain officials in the economy are 
afraid of a further drop in the growth rates of capital investments and a re- 
duction in the relative share of construction and installation work. But it 
must be borne in mind that in the seventies, because of the growing scale of 
scattering of resources over numerous projects, unfinished construction at 
state and cooperative enterprises (not including kolkhozes) grew from 52.5 
billion rubles (73 percent of the volume of capital investments) in 1970 to 
76.7 billion rubles (75 percent) in 1975 and 105.1 billion rubles (87 percent) 
in 1980. This means that insufficient use was made of the opportunity to 
strengthen the role of capital investments in the intensification of social 
production. The tendencies of extensive conduct of economic activity have 
continued to be operative: predominant construction of new enterprises, slow 
pace of construction and activation of production and nonproduction projects, 
and overruns of the estimated cost of construction at many enterprises and 
projects. There has been a substantial lag of the growth of investments in 
the production and nonproduction infrastructures behind the growth of capital 
outlays for the production sphere, which to a certain extent has held back the 
pace of attaining rated output at the enterprises that have been built in new 
regions. At the same time there has been a very rapid growth of large cities. 
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Population growth in these cities has brought about a very great need to build 
housing and cultural and consumer service facilities, which has limited re- 
sources for that kind of construction in rural areas and cannot but have an 
impact on the pace of agricultural production. Because of the shortage of 
people many kolkhozes and sovkhozes have not been keeping up with the work, 
for which city dwellers have had to be enlisted in large numbers, and this 
does not promote higher efficiency of labor in industry and agriculture. In 
view of these circumstances there was a need in the llth Five-Year Plan to 
make essential changes ‘n the growth rates and structure uf capital invest- 
ments, in the proportion of their distribution among the sectors of the econ- 


omy . 


Along with more construction of production facilities, the Food Program envis- 
ages a rapid pace of construction of housing, cultural and consumer service 
facilities and roads in rural localities, based in part on a certain reduction 
of the volume of that construction in the cities. The sizable growth of rural 
construction of nonproduction facilities is in line with the decisions of the 
May (1982) Plenum of the CPSU Central Committee and will undoubtedly contrib- 
ute to increasing the production of agricultural products. . 


The relative share of outlays for retooling and reconstruction of existing en- 
terprises will increase in the total volume of capital investments for produc- 
tion purposes allocated to develop the industrial sector as the pace in per- 
forming these projects picks up. A more optimum relationship is ensured be- 
tween construction of production and nonproduction facilities in the regions 
of Siberia and the Far East in order to create conditions for stabilizing the 
work force. Whereas a fast growth rate of new construction would inevitably 
cause a further expansion of a dispropvortionately large front of operations 
and a scattering of energies acd resources over numerous projects, which is 
unacceptable under present conditions. 


One cf the urgent problems in the field of capital construction is reducing 
the number of projects under construction at the same time and concentrating 
resources on projects near completion in order to substantially speed up con- 
struction time and activation of new production capacities. This is the 
course outlined by the party's Central Committee and the government in the 
llth Five-Year Plan. It is in line with the decisions of the 26th CPSU Con- 
gress, and its consistent implementation in plans for the upcoming years will 
make it possible to appreciably speed up the renewal of the implements of la- 
bor and obtain a larger return from new technology ard progressive production 
processes being introduced in the branches of physical production. 


The number of projects under construction at the same time continues to be 
disproportionately large. According to data of the USSR Central Statistical 
Administration, in 1981 the plan called for more than 334,500 projects for 
production purposes to be under construction at the same time; the estimated 
cost of construction to be done was 575.8 billion rubles, and the percentage 
of the estimate assimilated (completion of construction) was 52 percent. The 
time required for full completion of their construction was 4.6 years. In the 
plan for 1982 the number of projects was reduced to 325,600, but the time 


48 














required for completion of the construction to be done was now 4.9 vears, 

i.e., / percent more than in 1981. This indicates the continuing strain on 
the supply of resources to capital construction. Some ministries have tried 
in the 1983 plan to allow an unjustified increase in the number of new con- 
struction starts in spite of the inadequacy of labor and physical resources. 


Reduction of the number of enterprises and facilities under construction at 
the same time mist not be detrimental to proportional economic growth. It is 
being dome in order to increase the efficiency of capital investments by con- 
centrating energies and resources in the optimally necessary proportions at 
every construction site and to thereby substantially speed up activation of 
new capacities. At the same time it is becoming possible to speed up the re- 
tooling of existing enterprises, which is required to increase their operating 
efficiency and to augment the output of quality products. After all, it is 
not economically advisable to build a new enterprise if output can be in- 
creased at an existing one with smaller expenditures of labor and physical re- 
sources. in short, reduction of the number of construction sites is not an 
end in itself, but a means of increasing the efficiency of capital investments 
and of social production as a whole. 


The course set toward intensification of production has put this question on 
the agenda: how to overcome the adverse consequences of the departmental and 
localistic approach to the allocation of resources over numerous projects un- 
der construction? One of the ways of solving this problem has been stated in 
the decree of the CPSU Central Committee and USSR Council of Ministers on imn-— 
provement of the economic mechanism. We are referring to establishment of 
maximum limits on capital investments and construction and installation work 
for the years of the 5-year period, which are to be entirely balanced with la- 
bor, physical and financial resources as well as with the capacities of con- 
struction organizations. But in practice we have not always managed to solve 
that problem so far because of the excessively large scattering of resources 
over numerous projects. Yet the way which has been outlined for solving it is 
the right one, and it needs to be pursued unfailingly in the 12th Five-Year 


Plan. 


The second way has to do with planning new construction and existing produc- 
tion as a unified whole. This means that capital investments to develop the 
branches of material production need to be allocated strictly for a planned 
growth of output or services and the decisions on construction of new enter- 
prises made only after all possibilities for increasing output at existing en- 
terprises have been established and plans have been made to take advantage of 


them. 


To optimalize the number of construction projects and the volume of state cap- 
ital investments an economic mechanism has to be introduced that would moti- 
vate ministries and departments and regional administrative agencies to re- 
strict the front of construction work, maintaining it in strict. line with the 
limits of capital investments and with labor and physical resources. To be 
specific, the proposal to establish maximum limits on the total estimated con- 
struction cost of projects deserves attention in this connection. But this 
problem will not be solved solely by means of an additional indicator. There 








is a meec for a system of interrelated measures consistently carried out and 
exerting a vigorous pressure om customers anc contractors, motivating them to 
build faster, cheaper and better. It is above all a question of carrying out 
the set of measures to put order in planning and incentives defined by the de- 
cree of the CPSU Central Committee and USSR Council of Ministers dated 12 July 
1979. They assume a radical improvement of the 5-year planning of the volume 
and structure of capital investments, balanced against resources, and they 
call for giving up the practice of frequent changes of plans of capital in- 
vestments on the basis of ad ‘sc emactments. Along with this a large role is 
expectec to be playec by improved management of capital construction and in- 
troduction of authentic cost-accounting (khozraschet) methods of operation in 
2ll umits of the construction complex and within construction organizations 
anc work teams themselves. 


Clients are at fault for the squandering of resources over numerous construc- 
tion sites without due consideration for the realistically possible dates by 
which they can be completed. But the question of their economic accountabil- 
ity for this has still not been resolved as yet. Yet the matter does not seem 
tc come down only to substitution of lomg-term credits and medium-term credits 
for budget financing. Other measures are also needed to guarantee direct ac- 
countability for the economic efficiency of capital investments on the part of 
the personnel of sectoral and regional administrative bodies and those who 
plan and organize the new construction. This problem needs to be taken up 
specifically in the light of the experience of the other socialist countries. 


When we examine the problems in capital construction which have become urgent, 
we meed to take into account that the state of production capacities in many 
sectors at the present time is by no means what it was 10-15 years ago. In 
the manufacturing industry and a number of raw materials sectors the coeffi- 
cient of utilization of existing equipment has been dropping, and unused 
available capacity has been increasing. An analysis conducted by USSR Gosplan 
in 1982 of attainment and utilization of rated capacity at more than 1,600 en- 
terprises put into operation in the seventies shows that the load on them av- 
eraged 81 percent. Moreover, in a number of ministries ‘Minnefteprom [Minis- 
try of Petroleum Industry}, USSR Mintsvetmet [Ministry of Nonferrous Metal- 
lurgy], Minkhimprom [Ministry of Chemical Industry], Minelektrotekhprom [Min- 
istry of Electrical Equipment Industry], etc.) it is 50-80 percent. In 12 
ministries (of the 38 surveyed) the load on capacities proved to be under 50 
percent. In Minkhimprom, for example, 191 production operations were built in 
the 10th Five-Year Plan, and only 24 of them were operating under full load. 
This abnormal situation has resulted to a considerable degree from violation 
of proportions among related branches. In a number of cases there is a short- 
age of raw materials, supplies or components for operating new capacities at 
full load. But not uncommoniy there is also a lack of ability, a lack of or- 
ganization, and production discipline is slack. In ferrous and nonferrous 
metallurgy, for example, frequent references are made to inadequate allocation 
of capital investments for development of the raw materials base. But no one 
has restricted the rights of ministries to distribute the capital investments 
allocated optimally among the various subsectors or spheres of activity. It 
is the direct responsibility of sectoral ministries to maintain proportions 
within the sector. Yet not uncommonly they make unsound decisions to build 
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large enterprises of the manufacturing industry without a due assessment of 

possibilities for increasing the volume of raw materials and supplies. Conse- 
quently, disproportions arise because of the superficial departmental approach 
to the project planning and construction of large enterprises. Whereas by its 
nature capital construction is supposed to eliminate disproportions, not cre- 


ate new ones. 


Also necessaiv to ensuring proportions within sectors is a further improvement 
of the multiai wal planning of every sector's development and at the same time 
more clear-cut delimitation of the rights and responsibilities of the various 
levels of management in the domain of planning and financing new construction. 
The most important task in further improvement of centralized planning of capi- 
tal investments is to ensure effective national economic, intersector and in- 
terregional proportions in multiannual plans, observance of priorities in de- 
velopment of sectors which speed up the rise of the productivity of social la- 
bor and growth of the national income. At the same time we need to strengthen 
the role of enterprises and es; cially production associations in planning 
outlays for retooling existing production and do everything to develop their 
initiative in the responsive and effective resolution of the problems of mod- 
ernizing production and replacing old technology with new. 


Until recently almost all the problems related to determining the volume of 
capital investments and their allocation were settled on a centralized basis. 
But given the huge number of large associations and enterprises in our country 
which are periodically in need of modernization, they have to be independent 
in using a portion of the accumulation they build up for technical improvement 
of production. This will afford the possibility of obtaining a larger growth 
of high-quality output at existing enterprises though the growth rates of cap- 


ital investments are lower. 


The task, as we see, is not a simple one: on the one hand centralized plan- 
ning of capital construction is to be improved, while democratic principles 
are to be strengthened on the other. But this is the principal peculiarity of 
the development of democratic centralism in management of the national economy 


in the present stage. 


The effectiveness of capital investments depends in large part on the quality 
of project plans and estimates. It is evident that here we cannot do without 
competitions that make it possible to select economical project plans that 
guarantee application of progressive solutions. Often large deviations of the 
figures achieved from those envisaged by the designs and estimates are allowed, 
yet no one bears financial liability or moral responsibility for this. 


By order of USSR Gosplan ministries and departments have since 1976 compiled 
sectorwide collections of technical-and-economic indicators of enterprises ac- 
tivated since 1970. The department for project planning and surveying work 
has made an analysis jointly with the Scientific Research Economics Institute 
of USSR Gosplan of the indicators of production efficiency and capital invest- 
ments at 1,600 enterprises with an output exceeding 90 billion rubles. It 
turned out that in a number of sectors the results achieved were far lower 
than envisaged in the project plans. For example, at the enterprises of the 
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USSR Ministry of Food Industry surveyed construction cost was 114 percent rel- 
ative to the cost in the project plan, wages per ruble of marketed output were 
233 percent of the projected level, while output (after deduction of physical 
inputs, had reached only 33 percent of the projection, labor productivity 28 
percent, yet the size of the work force 90 percent of the projected level. 

The respective figures for the USSR Ministry of Construction Materials Indus- 
try were 110, 181, 48, 31 and 113 percent; for USSR Ministry of Local Industry 
they were 114, 100, 34, 30 and 88 percent. These are the figures for branches 
of industry where construction of enterprises goes slowly as a rule. But the 
situation that has taken shape even in a number of other sectors is unsatis- 
factory. For instance, in USSR Minstankoprom [Ministry of Machine Tool and 
Tool Building Industry] the cost of construction of enterprises was 154 per- 
cent relative to the projected cost, wages per ruble of marketed output were 
150 percent, output (after deduction of physical inputs) was 67 percent, labor 
productivity 77 percent, and the size of the work force 85 percent of the 
level called for in the project plan. The respective indicators for Minstroy- 
dormash (Ministry of Construction, Road and Municipal Machinebuilding] are 
138, 156, 62, 78 and 82 percent, Minlegpishchemash [Ministry of Machinebuild- 
ing for Light and Food Industry and Household Appliances] 105, 133, 35, 44 and 


70 percent. 


It is evident from these figures that because of the extremely slow construc- 
tion of new projects and their slow attainment of rated capacity and the in- 
adequate efficiency of utilization of resources in construction the estimated 
cost and wages per ruble of output as a rule are rising relative to the pro- 
jected levels, while output and labor productivity prove to be considerably 
lower than is shown in the approved project plans. There is no doubt that 
this is a manifestation of the poor quality of many project plans in which the 
construction cost is set low and the figures for output and labor productivity 
are set high. But probably the poor organization of construction and the slow 
pace of construction and attainment of rated capacity at new production facili- 
ties are exerting a greater influence. 


The decree of the CPSU Central Committee and USSR Council of Ministers dated 
30 March 1981 has outlined certain measures to improve project planning and 
cost estimation. [It calls for priority enlargement of capacities through re- 
tooling and reconstruction of existing enterprises, introduction of highly 
productive equipment, mechanization and automation of production processes, 
use of industrial methods of construction, and a number of other measures. It 
calls for drafting and approving a comprehensive program for computerization 
of project planning work and for bringing its level up to 15-20 percent of the 
total volume within the llth Five-Year Plan. It states that the most impor- 
tant direction in project planning ought to be standardization of project 
plans by standardizing solutions as to space and layout, type of construction 
and process engineering. A new procedure has been defined for preparing work- 
ing drawings (one stage) and the project plan with summary estimated cost cal- 
culations and working documentation (two stages) in order to reduce the time 
required for drafting project plans and estimates and also for reducing the 
amount of this documentation, But this decree is being carried out slowly; 
serious shortcomings still have not been corrected in project planning and 


cost estimation. 





Given the procedure in effect for planning and financing construction, it is 
far easier for ministries to begin new construction projects and to obtain the 
money resources necessary than to meet the figures in project plans for con- 
Struction cost, output and efficiency indicators. This adverse tendency can 
be overcome only by tightening requirements for project plans and estimates 
and also by reducing the number of new construction projects. The activation 
of new production capacities can be speeded up considerably by introducing 
progressive and economical solutions in project plans and by improving organi- 
zation and adhering to a uniform pace in construction. 


Reduction of the cost of enterprises under construction as s2ll as of other 
projects will make it possible, at one and the same share of accumulation, to 
increase the number of production capacities activated or to reduce the rela- 
tive share of the accumulation fund in order to augment resources for personal 
and public consumption. Consequently, it is very important to make full use 
of this potential for raising efficiency. 


K. Marx distinguished economy in the reproduction of productive capital from 
economy in its use.* The former is related to increasing the efficiency of 
capital investments by selecting economical project plans, by speeding up con- 
struction time and reducing construction cost, by increasing the relative 
share of outlays for retooling and reconstruction, by sr2eding up the growth 
rates of labor productivity and through optimum use of physical resources in 
the construction process. The latter is achieved by raising the coefficient 
of utilization of equipment in operation, by improving the organization of 
production, by miking repairs promptly and doing them properly, by replacing 
outdated equipment, machines and instruments with new and more efficient ones, 
and so on. In the context of the intensification of production fuller use 
needs to be made of economy both in the reproduction of fixed capital and also 
in the process of its functioning in the economy. 


The decree of the CPSU Central Committee and USSR Council of Ministers on im- 
uvrovement of the economic mechanism obliges ministries and cuvuncils of minis- 
ters of union republics to do the project planning and construction of new en- 
terprises and expansion and reconstruction of existing ones on the basis of 
highly efficient technology, using the most recent equipiuent so as to guaran- 
tee that the product manufactured at newly activated -apacities meets or ex- 
ceeds the best domestic and foreign examples in its technical level and qual- 
ity. Our country possesses adequate scientific potential and project planning 
and technicai subdivisions to perform this task. The main thing now is to 
orient the economic mechanism to a far greater degree toward a high technical 
level and efficiency of construction programs to be drafted and carried out. 


Responsibility for conducting a unified technical policy ia construction, for 
improvement of project planning and cost estimation, for raising the quality 
of project planning, and for drafting and carrying out measures to make con- 
struction cheaper lies, as is well known, on USSR Gosstroy. Its role in this 
should be enhanced still more. But the problems which have become urgent evi- 
dently cannot be solved solely through centralized administrative measures, 





* K. Marx and F. Engels, "Sochineniya” [Works], Vol 25, Part 1, pp 93-94. 








without an effective economic mechanism that motivates project planning and 
construction organizations to apply only progressive technical solutions in 
practice. At present they are not sufficiently motivated to reduce the re- 
source intensiveness of construction. Reduction of the inputs of resources 
by using economical designs tends to reduce the volume of the marketed prod- 
uct of construction, and therefore builders do not fight hard for the use of 
effective solutions in project plans. It is another matter when the project 
plan has already been accepted by the construction contractor. In this case 
reduction of the costs to erect the projects improves the results of the con- 
tractors’ activity. But cost-accounting levers stimulating use of economical 
solutions in project plans should also be operative in the stage of project 
planning. Project planning institutes possess sufficient information about 
scientific-technical advances and have a duty to make better use of them in 


project plans. 


Consequentiy, one of the ways for increasing the efficiency of capital con- 
struction is to create economic motivation on the part of project planners and 
builders aimed in the same direction of broad application of the advances of 
scientific-technical progress and progressive know-how. Serious attention 
should be paid in this connection to the experience of the GDR in economic 
Stimulation of collective and individual motivation of personnel of project 
planning organizations and construction contractors to use scientific~-techni- 
cal advances and to reduce the estimated construction cost. It is based on 
applying stable prices for the final output of construction, prices which re- 
flect the progressive technical level achieved in the previous 5-year period. 
The difference between the cost of buildings and installations at the stable 
prices and the cost in the project estimate accompanying the working drawings 
serves as the source of material incentives for project planners and builders 
as well as to cover the costs of applying the scientific-technical advances. 
As a result constructio.. organizations in the GDR account for approximately 
half of the growth of the volume of constructicn and installation work by op- 
timalizing construction and without additional outlays for resources. 


Taking this experience into account, the Belorussian CP Central Committee and 
BSSR Council of Ministers presented a proposal on economic incentives of proj- 
ect planning organizations and construction contractors as a function of re- 
duction of input of physical and labor resources in construction. It was 
taken up and adopted by USSR Gosplan and USSR Gosstroy. The experiment being 
conducted in Belorussia is aimed at speeding up practical application in con- 
struction of the most recent advances of science and technology and progres- 
sive know-how. It is based on use of stable prices for the final product of 
construction or their equivalent; these prices express the inputs of material- 
technical and labor resources consumed in erecting the specific project, and 
they also take into account the use value of the products of construction. 
These prices are used in settlement of accounts with clients and in the plan- 
ning and evaluation of the performance of project planning organizations and 
construction contractors. They are retained as stable prices when more eco- 
nomical structural solutions are applied in project plans. The additional 
profit accruing thereby is distributed between construction contractors, proj- 
ect planning organizations and the state budget, and it serves as a source of 
incentives for work collectives. 
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if this experiment is to be applied more widely, the estimated cost of con- 
struction has to be made sounder and more stable. Whereas it is determined 
rather accurately at small construction sites, for large enterprises or proj- 
ects being built over periods longer than 2 years the project plans and esti- 
mates are prepared not as a body, but first of all on the basis of the scheme 
in the master plan for the enterprise's development. As the first phase is 
being built, the subsequent phases are being planned so that the project plans 
and estimates are prepared before the constructior, of the relevant phase be- 
gins. But the original estimated cost, stated in the technical-and-economic 
justifications, is not uncommonly exceeded. In many cases the project plans 
and estimates are revised. Meeting the planned deadlines for construction and 
adhering to stability of the estimated cost of construction are not yet a com- 
pulsory requirement for all contractors and clients. The economic mechanism 
is at present not operating as it should in this regard and is in need of im- 


provement. 


One of the main directions for increasing the efficiency of capital invest- 
ments in the present stage is to emphasize projects involving the retooling of 
existing enterprises. As shown by the experience of Moscow, Sverdlovsk, Iva- 
novo and other cities, higher production-technical and economic results are 
achieved through retooling and reconstruction at considerably lower cost than 
those that would be required if new enterprises were built. In the plan for 
the lith 5-year period the share of outlays for reconstruction aid retooling 
in the total volume of construction of production facilities rose 3.3 points 
over the 10th Five-Year Plan, including an increase of 2.8 points for the 
share of retooling and 0.5 point for reconstruction. In 1981 the share of 
retooling and reconstruction of existing enterprises was 32.9 percent of the 
volume of outlays for projects for production purposes, as against 30.2 per- 
cent in 1979 and 32.4 percent in 1980. In the plan for 1983 the share of out- 
lays for retooling and reconstruction is increasing faster than was outlined 
for that year in the 5-year plan. 


It is important not only to increase the relative share of outlays for retool- 
ing and reconstruction, but also to considerably increase the effectiveness of 
these projects. Yerc in carrying out what they refer to as reconstruction cer- 
tain ministries become carried away with expanding production areas or even 

with new construction. For example, according to the project plan prepared by 
the institute Gipromez [state union institute for the project pianning of met- 
allurgical plants], expansion of the Moscow Serp i Molot Plant was carried out 
under the heading of reconstruction. The same procedure was used in planning 
expansion of the Leningrad Excavator Plant, the Sverdlovsk Timber Machine- 

building Plant and certain others. Sometimes when reconstruction is done the 
relative share of construction and installation work represents 50 percent or 


more of the total. 


Of course, when reconstruction is done it does become necessary to build 
treatment installations, water supply facilities, sewers and the like. Ina 
number of cases the construction work is related to demolition of old struc- 
tures unsuitable for operation--ior example, in ferrous metallurgy. An analy- 
sis conducted in 1982 by USSR Gosplan, USSR Gosstroy, USSR Central Statistical 














Administration and USSR Stroybank showed that even when the relative share of 
construction and installation work is relatively high the capital investments 
for reconstruction are as a rule more efficient than outlays for new construc- 
tion and for expansion of enterprises. Outlays for reconstruction are ap- 
proximately 30 percent lower per unit production capacity than when new con- 
struction is done. It has to be taken into account that capacities added as a 
result of reconstruction are brought up to rated capacity in a considerably 
shorter period of time, and production costs are paid back far faster than in 
new construction. 


Full or partial retooling of production with replacement of obsolescent and 
physically worn-out equipment is an effective direction for the reconstruction 
of enterprises. As pointed out at the 25th and 26th CPSU Congresses, minis- 
tries are required to allocate capita! investments, equipment and limits of 
construction work for this purpose firet. Not uncommonly they try to justify 
inadequate allocation of capital investments for reconstruction on the basis 
of the difficulties in obtaining clearance cf technical-and-economic substan- 
tiations and project plans with local authorities and construction organiza- 
tions. But the main thing lies elsewhere--there still has not been a radical 
change in the plans and activity of management bodies concerning retooling and 
reconstruction as the main direction for speeding up technical progress. A 
judgment can be made on this from the use of depreciation. According to the 
1982 plan, 21 billion rubles were committed to the updating and replacement of 
equipment and other measures under the head of technical improvement and re- 
construction of enterprises, and 28.2 billion rubles were committed to expan- 
sion of existing enterprises and construction of new ones. The average age of 
machines and machinery in operation is also increasing. Consequently, a more 
decisive turnabout is needed on the part of enterprise managers and key minis- 
try officials toward priority use of capital investments for technical improve- 
ment of existing production operations. 


The retooling of enterprises is taking on ever greater importance in economic 
development. It is related not only to the aging of productive capital, but 
also to the need to improve its use, to strengthen the saving on inputs of 
live labor and physical resources, and to improve the quality of the product 
produced. The wear on fixed capital increased from 30.5 percent in 1975 to 
36.5 percent in 1980, and in a number of sectors still higher. For instance, 
at enterprises of Minnefteprom it was 49.7 percent, in USSR Minugleprom [Minis- 
try of Coal Industry] 44.5 percent, and USSR Minlesprom [Ministry of Timber 
and Woodworking Industry] 42.5 percent. As the wear on fixed productive capi- 
tal increases, the output-capital ratio drops, and the growth of labor produc- 
tivity and profit slows down. In the 10th Five-Year Plan the output-capital 
ratio in industry dropped 14 percent; the plan for the llth 5-year period 
called for a drop of 8.2 percent. Direct outlays to repair and maintain 
equipment per ruble of commodity output amounted to 5.06 kopecks in 1980, and 
they increased 8.6 percent between 1976 and 1980. The costs of depreciating 
fixed capital included as an element in the production cost are increasing 
faster than the calculations made in connection with the plan. 


In order to expand the replacement of equipment at existing enterprises and to 
speed up technical progress USSK Gosplan has decided to change the procedure 
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for compiling and examining the plans of enterprises and ministries. It in- 
tends to begin to examine these plans along with projections for development 
of existing enterprises and then to discuss the program for new construction. 
This approach will make {it possible to speed up the growth rates of labor pro- 
ductivity, to update the product produced and to optimalize the scale of new 


construction. 


Not uncommonly in reconstruction of enterprises or individual shops the equip- 
ment moved out is disassembled and sold for scrap. Yet a sizable portion of 
it could be used at small enterprises and in affiliates being opened. Atten- 
tion should be paid to the proposal for organizing the buying up of equipment 
which was previously in operation or its sale at wholesale. This function 
might be made the responsibility of USSR Gossnab. Enterprises should be 
granted the right in this connection to use proceeds from the sale of retired 
equipment, aside from that credited to the production development fund, to pay 
for new equipment over and above the limits set on state capital investments. 


It also seems advisable to establish a procedure in which outlays to replace 
equipment and to modernize production, when resources of production develop- 
ment funds and bank credits are insufficient, can be financed with funds in- 


tended for major repairs. 


If larger production performance is to be achieved at smaller incremental 
growth of capital investments, there h’3 to be a substantial improvement in 
the organization of capital construction and the quality of performance of 
construction organizations has to be increased. Along with improvement of the 
work-team contract, there are important problems in achieving greater mobility 
of construction contractors while maintaining stability of construction per- 
sonnel and in tmproving the supply of materials and equipment to construction 
sites. Yet at present these problems are still being solved slowly. Many 
tiny construction organizations with a volume of construction and installation 
work under 1-2.5 million rubles are being created. As a rule they make inef- 
ficient use of physical, technical and labor resources. 


Given the present system of management of construction and the slack economic 
accountability of clients and construction contractors for efficient use of 
capital investments, a large number of projects are not activated every year. 
Because of delayed activation of fixed capital the national economy, according 
to calculations of USSR Stroybank, every year fails to deliver approximately 
6-6.5 billion rubles of national income. ‘The remainder of estimated cost of 
projects whose construction has not been completed is continuing to increase, 
and above-allowance unfinished construction, which in the 1983 plan exceeded 


the assigned standard, is dropping slowly. 


In order to obtain capital investments for new construction projects minis- 
tries and departments often divert resources from projects carried over vegin- 
ning with the second year of construction. At 396 construction projects begun 
in 1981 and accounted for by USSR Stroybank the capital investments in the 
1982 plan were reduced by 1.35 billion rubles, or 35 percent, as compared to 
the amounts envisaged in the title list for the entire period of construction, 
while at 868 projects being carried over, the volume of capital investments 
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was reduced by 5.6 billion rubles, or 53 percent. Because of the scattering 
of capital investments and the large and above-allowance volume of unfinished 
construction, the actual readiness of partial completion of construction of 
facilities tor productive purposes is approximately 30-40 percent below the 


standard. 


Along with the comprehensive application of the measures envisaged by the de- 
cree of the CPSU Central Committee and USSR Council of Ministers dated 12 July 
1979, in order to speed up activation and reduce the cost of enterprises and 
projects under construction there is a need to improve the management of con- 
struction and to change relations between clients and construction contractors 
in accordance with authentic cost-accounting principles. In line with the de- 
cisions that have been taken, there must be a substantial improvement in the 
orranizational structure of the management of construction on the basis of 
creation of optimum production associations (trusts) so as to take into ac- 
count a more correct combination of the sectoral and regional principies of 
management of the construction process. The program of measures outlined to 
strengthen the economic motivation and cost-accounting liability of clients 
and contractors for faster activation of new projects and higher efficiency of 
capital investments needs to be carried out more resolutely. 


Important and crucial tasks have been assigned to the country’s planning agen- 
cies. In the process of compiling the plan for the i2th 5-year period it is 
necessary to realize more fully specific measures aimed at the stability of 
planning targets for capital construction and art their internal consistency, 
as well as at strengthening the effectiveness of economic levers and the con- 
solidation of cost accounting. This will help the national income to grow 
faster than the growth of the total volume of capital investments in the econ- 


omy . 
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RESOURCE UTILIZATION AND SUPPLY 


MONEY CIRCULATION, SAVINGS IN MATERIAL RESOURCES ANALYZED 
Moscow DEN'GI I KREDIT in Russian No 1, Jan 83 pp 20-25 


iArticle by I. I Konnik, professor: "Monetary Circulation and Economy ir 


-* -* 


Material Resources" | 


‘Text, As has already been stated, the saving of material resources has a com- 
prehensive effect upon monetary circulation, creating the material prerequisites 
for its universal consolidation.* There is also a reverse effect here. Monetary 
circulation, facilitating the movement of resources, has a great influence upon 
the saving of material resources. The more stable are monetary circulation and 
the ruble's purchasing power. the more thoroughly and actively will monetary 
circulation influence the saving of direct and embodied labor in commodity pro- 
duction and circulation. This means that the credit-bank and finance systems 
wili play a greater role in the implementation of a program for the systematic 


savings of material resources. 


Monetary circulation's effect upon material resource savings is implemented 
through the economic mechanism, a component part of which is the money and 
credit system. This effect is comprehensive in nature, since it is realized 
through all components of the economic mechanism: central state planning of 
the nationai economy, the system of economic levers for material incentives, 
and organizational forms of plan management. 


As is known, in the process of expanded socialist reproduction, gross social 
product and national income are expressed in physical form and ina value, 
monetary expression. These physical and value structures are in a contradictory 
unity. This is of great significance for the planning of gross social product, 
the volume and structure of national income and the material outlays for pro- 
duction. Monetary circulation plays an important role here. 


The proportion of material outlays in gross social product is not only influenc- 
ed by existing norms for outlays of raw and other materials, fuel, electrical 
energy, but also depends upon the level of wholesale prices for material 
resources and rates for electrical energy. This level is determined not only 

by production conditions, but also by those of the sales of the material 
resources created. Performing the functions of a value measure here, money 
serves as a tool for planned price formation, ensuring, on the one hand, the 
most complete reflection of changing conditions in commodity production and 
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sales, i.e. socially necessary labor costs; and on the other hand, through 
the planned actions and influences upon enterprise (association) economic 
activities directed towards the general savings of material and labor resources, 


direct and embodied labor, 


If one turns to the index of wholesale prices for the most important types of 
material resources, then one sees that their postwar period dynamics are char- 
acterized by a tendency to increase. Thus, while the aggregate index of 
wholesale prices (with turnover tax) for all industry declined by 28 percent 
between 1949 ard 1979, in ferrous metallurgy it increased 2.5 fold, in the 
forestry, wood processing and cellulose-paper industry it rose more than 4 fold, 
in the fuel industry more than 2 fold, in the construction materials industry 
almost 1.5 fold, and in electrical power production it increased by 23 percent.* 


Obviously, in itself, such a change in wholesale prices in sectors supplying 
material resources to the national economy, independently of the growth in 
social production material intensity, should lead to increased material costs 
in global social product and to a reduction in industry's share of national 
income. In this case, planned price formation, i.e. money's function as a 
measure of value, has only reflected changing conditions in the production and 
sales of the most important material resources. Specifically, these involve 
more difficult geological conditions in the extraction of fuels and minerals, 
their increased distance from consumption sites, and increased transpurt costs. 


Increasing money circulation, mainly cashless, balancing transactions, but also 
where money is present, has reflected itself not on the deviation of prices 

from values, not in price factors on their own, but, in the approximation of 
price to value, which has increased. Consequently, the essence of the matter 

is wholesale prices' more accurate reflection of material resource and commodity 
values. Without such a correct reflection it would not be possible to observe 
the necessary proportions in the national economy and equivalent exchange between 
sectors; nor would it be possible to ensure the appropriate profitability of 
sectors extracting mineral resources and the necessary relationship between 

the physical content and value form of gross social product. 


Thus, expanding monetary circulation in the area of material resource sales 

is an effective instrument of national economic planning, mainly through the 
socialist state's conscious use of money's functions as a measure of value and 
means of payment in the sphere of cashless (beznalichniy) monetary circulation. 
For it is through monetary circulation that one sees changes in the share of 
material outlays in the global social product, reflecting, in their turn, changes 
in the distribution of total social labor between sectors of the economy , 

i.e. shifts in social production and national economic proportions. 


One should note that the Food Program, approved by the May (1982) CPSU Central 
Committee Plenum, is also having an important influence upon changes in the 
structure of global social product and national income, on the expansion of 
monetary circulation (both cashless and money forms) in the countryside and upon 
its increased role in raising agricultural production and saving material 
resources throughout the entire agroindustrial complex. This is linked above all 





* Narodnoye khozyaystvo SSSR v 1979 [The USSR National Economy in 1979}. 
Moscow, Statistika, 1980, p 165. 








to increases in procurement prices. On 1 January 1983 they were increased for 
large horned cattle, swine, sheep, milk, grain, sugar beets, potatoes, vege- 
tables, and certain other products. In addition, markups were introduced on 
prices of products produced under more difficult conditions, and produced by 
farms which were losing money or had low profit rates. State expenditures for 
these purposes amount to 16 billion rubles annually.* 


These increases in procurement prices for agricultural products above all sig- 
niffy the approximation of these prices to the real values of agricultural 
products, and a rise in relations of equivalence in economic ties between 

city and countryside, a more accurate monetary reflection of the socially nec- 
essary costs in agriculture, and consequently the possibility for a more 
correct determination of agricultural production's actual efficiency. 


The expansion of monetary circulation between city and countryside resulting 
from the general increase in procurement prices and their greater approximation 
to the values of agricultural products create more favorable prerequisites for 
the planned influence of circulation upon agricultural production, directed 
towards the reduction wf agricultural production cost . It also influences 
sectors consuming agricultural raw materials -- the light and food industries -- 
in the direction of intensifying their conservation of increasingly costly 
agricultural raw materials. 


The USSR Food Program for the period up to 1990 makes provisions for strengthen- 
ing the material-technical base of agriculture and all sectors in the agro- 
industrial complex upon the foundation of further production mechanization and 
chemicalization, and widespread land improvement. It is planned to increase 
agriculture's fixed productive capital 1.5 fold, the energy available at 

kolkhozes and sovkhozes by 1.6 fold, and mineral fertilizer deliveries 1.7 fold.** 


In the presence of such a strong material base, the planned utilization of 
money's functions as a value measure and means of payment and circulation (the 
expanded purchase of agricultural products from kolkhozniks and other rural 
population groups) in economic ties between city and countryside, and between 
industry and agriculture will intensify monetary circulation's effect upon 
the reduction of agricultural production costs, and in particular upon savings 


in material costs. 


This also applies to sectors processing agricultural products. The Food Program 
therefore points out the necessity of "expanding a persistent struggle to in- 
crease labor productivity, economy and thrift, reduc@ output production costs, 
and eliminate cases of mismanagement and waste."" *** 


Of course, the main role here is to be played by the Food Program's intended 
technical modernization of the light and food industries, their accelerated 
scientific and technical progress and sizable increases in capital investments. 
Concurrently, monetary circulation, the formation of wholesale prices for con- 
sumption goods, i. e. the conscious use of money's function as a value measure, 
should also have an active influence upon material resource savings and product- 
ion cost reductions in these sectors. This use of money should compel enter- 
prises (associations) in group "B" to reduce the production costs of their 
products to compensate for increased raw material procurement prices. 

* PRAVDA, 25 May 1982. 

“%* PRAVDA, 25 May 1982 

k#* PRAVDA, 27 May 1982 
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It should be noted that reductions in production costs and savings in material 
resources in the light and food industries will be influenced by monetary cir- 
culation (in cashless form) involved with the granting of bank credits to group 
"B" enterprises for the reconstruction of existing equipment and the improvement 
of manufacturing processes; as well as by the movement of monetary resources 
involving the account activities of the bank, which links the use of money as a 
means of payment to the enterprise's (or association's) observation of establish- 
ed norms for the expenditure of raw and other materials, fuel and electrical 
energy per unit of produced output. This control by the ruble essentially means 
the conscious use of money's functions as a means of paymenc in cashless circul- 
ation in order to economically influence enterprise (association) management 
activities in the direction of the general savings of material resources and 


the reduction of production costs. 


Here, however, we come to the question of monetary circulation's effect upon 

the savings of material resources in the national economy through a second 
element in the economic mechanism -- the system of economic levers involving 
material incentives. The linkage of these two very important elements in the 
economic mechanism -- centralized state planning and the system of material 
incentive levers -- is realized primarily through the socialist state's long 

term norms for the outlay of material and financial resources (norms for the 

use of raw and other materials, fuel, and wages per unit of output, for the 
distribution of profits, etc). They are set in a centralized manner, with 
consideration given to changes in enterprise technology, improvements in product- 
ion processes, and to the necessity of properly combining general public econ- 
omic interests with enterprise (association) interests. CPSU Central Committee 
and USSR Council ot Ministers Decree No 612, of 30 June 1981 proposes that all 
economic organizations “considerably improve norm setting [normativnoye] opera- 
tions, increase the mobilizing power of norms and standards, promptly refine 
existing and establish new progressive norms for the expenditure of raw and other 
materials and fuel-energy resources, based upon plan targets and with consider- 
ation given to the introduction of scientific and technical achievements, and 

to the experiences of progressive collectives".* 


However, long term norms can perform their role, i. e. give enterprises (assoc- 
iations) the possibility of economic maneuvering and intensify their material 
interest in resource economy only if they are really stable. This stability 

is attained primarily by stable purchasing power, since wholesale prices are 
not revised during the five-year plan. However, as indicated above, prices for 
material resources are increased. Their growth, expressed through the new, 
increased value of commodities, cannot but influence the planning of norms for 
material resource outlays. Norms should above all reflect changing production 
conditions, but they should also include increased prices for raw and other mat- 
erials. The economies achieved by norms should exceed the enterprise or assoc- 
iation's growing outlays for material resources, otherwise, there will be no 
reduction in production costs. Here is thus the obvious influence of monetary 
circulation, facilitating material resource sales, on the planned formation of 
outlay norms, and consequently, upon the process of production cost formation. 


It was pointed out at the 26th CPSU Congress that: "the reduction of output pro- 
duction costs is one of the most urgent problems. It is essential to restore 





*KOMMUNIST, No 10, 1981, p 10. 
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this indicator’s significance in improving production profitability and in 
evaluating economic activity"”.* Decree No. 612 provides that beginning in 1983 
product (and work) production cost reduction targets will be set for enterprises 
and associations. These targets will have a limit, expressed in monetary terms 
per ruble of product (work). This enhances production cost’s role as a synth- 


esizing category, expressing economies in material, labor, and financial resources. 


As has been noted above, material outlays play a dominant role in the composit-— 
ion of production cost. Therefore, the establishment of limits on such outlays 
is a stiffening of requirements for production cost reductions. Special siz- 
nificance here is acquired by the proper monetary expression of these material 
outlays, i. e. the planned achievement of money's function as a value measure. 
Increased or reduced wholesale prices for material resources have m effect upon 
material resource economies in production. If prices increase the efficiency 

of enterprise (association) efforts to economize on material resources declines 
and it becomes difficult to determine successes in such economizing. If, however, 
prices for raw and other materials decline, this weakens enterprise (association) 
incentives to economize on them and reduce production costs, since the latter 
decline artificially on their own. In this case the increased monetary resources 
of enterprises and associations do not reflect real economies in direct and 
embodied labor. This weakens cost account relationships in general, siiice dis- 
parities arise between the material content and value form of output procucedc. 


Monetary circulation also plays a large role in the formation of production cost 
aS an economic category reflecting the real outlays of the enterprise (associat- 
ion) for production. The more completely production cost reflects these outlays, 
the more efficiently it can be used as an economic lever for material incentives 


in saving resources, especially material ones. 


Until recently production cost did not completeiy reflect enterprise ‘(associat- 
ion) outlays, since these units simply did not pay for some of them. The 

CPSU Central Committee and USSR Council of Ministers decree of 12 July 1979 
introduced as part of production costs a payment for water drawn by enterprises 
from water systems. The economic evaluation of land used in construction will 
be taken into consideration in technical and economic feasibility studies of 
enterprise construction (the selection of a construction project alternative). 


The Food Program stressed the necessity of “more actively using economic estimates 
of land, water, material, and labor resources” in practical planning and the 
analysis of activities.** This obviously assumes a significant increase in labor 
productivity in agriculture in order to reduce agricultural production costs 

and increase profitability. 


All these measures for expanding the range of elements included in production 
costs and for using money in their estimation are evidence of more than just 

the expansion of monetary circulation and its increased role in economizing 

on material, labor, and financial costs of production. It is completely natural 
that expanding the range of production cost elements which enterprises pay for 
compels them to more economically use material resources having the greatest 
share in production costs. It is also important that the use of money to evai- 
uate natural resources (water, land) creates a constant incentive not only for 





“Materials of the 26th CPSU Congress, p 126. 
** PRAVDA, 27 May 1982. 


63 











current economizing on material resources, but also for a careful, thrifry 
attitude towards the environment -- mature, the source of these resources -- 
in other words, for the rational utilization of material resources in the future. 
Monetary circulation has an active effect upon material resource economizing 
not only through production cost considered as a monetary category, but also 
Zirectlyv, in the system of cost accounting reiations and through the entire 
system of ecomomic levers for material incentives. Decree No. 612 established 
the dependence of enterprise (association) economic incentive on material outlay 
levels per ruble of output. Beginning in 1983 direct allocations to enterprise 
3 ,) economic incentive funds will be made for reductions in materiai 

lavs compared to the established Limits. If the limits are exceed, allocat- 

n will De reduced. Thus, monetary circulation, facilitating 
o and use of economic incentive funds, will have a growing influence 
upon the savings of material resources, expressed in their physical and monetary 
forms, which are an organic unity. 


ginning in 1982, profits actually obtained from the sales of mass consumption 
od ¢ items for industrial and technical purposes produced from production 
wastes remain at the enterprise or association's disposal anc are entered into 
e consumer goods fund. Money circulation here, facilitating the formation and 
stribution of profits, plays a stimulating role not only in intensifying 

rial resource savings, but also simultaneously in raising the production of 
sential for the more complete satisfaction of the population's 


e has also been expanded awarcing of bonuses to workers, shift 
logists, and other engineering-technical personnel for savings 

of material resources in comparison to technically based norms for their expend- 
iture. Bonus payments are up to 75 percent of material resource savings, depend- 
ing upon their type. value, and scarcity.* Monetary resources used for awarding 
bonuses odviously increase the public's effective demand and the quantity of 
money in circulation. However, the the growth of goods produced outstrips the 
imcrease in effective demand and the quantity of money in circulet ten, helping 

to strengthen monetary circulation and improve the national economy's baiance. 
What is especialiyv important, some growth in monetary circulation is accompanied 
by sizable savings in material resources and reductions in output production 
costs, i. e. a savings in embodied labor, having great significance for the 
optimization of national economic proportions. 


As has already been noted, monetary circulation has an active infiuence upon 
materia! resource savings which is implemented through the price formation mech- 
anism by means of the more extensive use of prices as economic levers for mat- 
erial resource savings. This influence is not only upon the production cost 
formation process, as discussed above, but also directly through the system 

of cost accounting stimulation. 


The CPSU Centra ters decree of 12 July 1979 


1 Commitrcee and USSR Council of Mini 

f enterprises (associations) use 1 r cost types of materials 

nd maintain product quality at previous levels, the wholesale 

prices for these products can remain unchanged until the five-year plan's end, 
4 


providing incentives tor material cost and production cost reductions. 
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In accordance with Decree No. 612, in cases where enterprise (association) ex- 
penditures of materials, fuel, and energy are above norms (limits), these 

above norm expenditures are paid for through increased prices and rates. This 
promotes the more complete application of the law of value in order to give 
economic incentives, and the approximation of individual outlays at enterprises 
to the socially necessary levels through savings in embodied labor. 


Monetary circulation will have a growing effect upon resource savings through 
the strengthening of cost accounting relations in the agroindustrial complex, 

as foreseen by the Food Program. It stresses the necessity of: “increasing 

the role of cost accounting principles in the achievement of stable profitab- 
ility by farms on the basis of expanded reproduction."* It is upon the basis 

of these principles that it is envisaged to "considerably reduce expenditures 

of material resources per unit of agricultural output, and reduce all types 

of losses".** 

To the extent that incentives for good final work results should become the 

main form of stimulating all elements in the agroindustrial complex, the monetary 
evaluation of these results acquires very great importance in stimulating 
agricultural production growth. There is a definite basis here for distinguish- 
ing two spheres of monetary circulation facilitating the production and sales 

of agricultural products: turnover involving intermediate elements in the product- 
ion and sales of output, and turnover serving the final results of the agro- 
industrial complex. Money turnover's active effect upon material resource 
Saving in agriculture is revealed by the fact the share of the first sphere 

of money turnover in entire money turnover in the agroindustrial complex is 
declining, while the second sphere's share is increasing. This increase is 

due to the iniended increase in agricultural production's final results and 

the simultaneous sizable reduction in material outlays per unit of agricultural 


production. 


In addition, the Food Program's intended introduction of a comprhensive form of 
labor organization and payment into the agroindustrial complex which will ensure 
the close linkage of workers' pay to the agricultural year's final results, 

will lead to an enhanced role for cash forms of monetary circulation in stimulat- 
ing agricultural labor productivity growth, reducing production costs, and 

Saving material resources. The disemination of brigade contract work, and 
elements of job contract plus bonus payments to labor as called for by the Food 
Program, is the basis for further increasing the role of money turnover in 

the coherent and flexible application of the law of value to agriculture, direct- 
ed towards stimulating production efficiency and general savirgs in production 


out lays. 


Finally, money turnover influences material resource savings through elements 

in the economic mechanism such as organizational forms of plan management. They 
change with the development of productive forces and relations of production, 
giving birth to new conditions for implementing monetary circulation and alter- 
ing the forms of its influence upon savings in production outlays, including 
material resource expenditures. This applies to both industry and agriculture. 


For large production associations in industry the utilization of long term 
norms intensifies money turnover's effect upon production cost reductions and 





PRAVDA 27 May 1982. 
*=* Loc. cit. 
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material resource savings. This is because at such associations: firstly, 
increases in production profitability are attained to a greater degree through 
savings in production outlays than through production increases; secondly, they 
have the material conditions necessary for improvements in production efficiency, 
in particular for the reduction of output material intensity; thirdly, increases 
in wholesale prices for material resources not only compel them to intensify 
production outlay savings, but also stimulate the actual realization of such 
savings, through the introduction of resource conserving technologies, and 
material incentives to enterprise workers to economize on production out lays, 
etc. These will not always be possible for ordinary enterprises, not having 


the necessary means. 


Money turnover's effect upon material resource savings at large production associ- 
ations is also stronger because they nave considerably larger material stimulat- 
ion tunds due to the greater magnitudes of profit obtained. This enables them 

to more widely use the money in these funds to provide effective incentives 

to workers tor savings in outlays and reductions in production costs. 


In large production complexes, money turnover to a great extent is the means 

for the movement of the final product and not for the intermediate stages of 

its production and circulation. This is due to the more rational organization 
of production linkages in such complexes. This finds its reflection in the fact 
that production associations are directly involved in accounts with suppliers 
and with the credit and financial system. Such associations gre highly organ- 
ized commodity producers, selling the final products and disposing of the money 
incomes obtained. Naturally, under such conditions, the money is used most 
rationally in the interests of the entire production complex, to achieve the 
best results at least cost. This also assumes all-around savings in material 


outlays tor production. 


The Food Program's restructuring of agroindustrial complex administration is 
also intensifying money circulation's effect upon savings of direct and embodied 
labor in agriculture. The creation of agroindustrial associations in rayons, 
oblasts, and republicsis intended to eliminate departmental fragmentation in 
administration and shortcomings in planning and material-technical supply. The 
associations will also specialize and rationally locate production, strengthen 
economic methods of management for all elements of the agroindustria! complex, 
increase the economic independence of kolkhozes and sovkhozes, and orient 

them towards improving production profitability and the final results of 


economic activity. 


The intensification of economic methods of management, based upon the more 
wide ranging and tlexible use of economic levers for material interest and 

the money circulation ftacilitating their use are also very important conditions 
for strengthening cost accounting relations on kolkhozes and sovkhozes, and 

for improving their profitability through reductions in production costs and 
the attainment of high final results. These results' growth through savings 

in material, labor, and financial resources will also be assisted by changes 

in the relationship between kolkhozes and sovkhozes and the organizations 
servicing them (sel'khoztekhnika, construction, reclamation, and procurement 
organizations). Agricultural production results and the output of finished 
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products, together with the rendering of services, will be the basis for eval- 
uating these organizations’ work and for awarding bonuses to their managers and 
specialists. Under such conditions all agroindustrial complex elements will 
have an interest in achieving the best results at least cost, in economizing 

on material resources used, and in the thrifty use of each ruble spent. It 

is clear that money's role in such an economy will increase immeasurably. 


Money should also play a not unimportant role in the struggle against losses 
in the national economy, a great reserve for increasing the population's supply 
of foodstuffs. The Food Program makes provisions for the expansion of economic 
sanctions for the violation of standard requirements in product storage, trans- 
portation, and sales. Thus, the monetary form is used here as an independent 
form of value to prevent or minimize losses, and to compensate for part of 

the losses allowed. 


The credit and bank system, a component part of socialist society's economic 
mechanism, has a very major role in money's influence upon the saving of 
material resources. Acting as a spokesman for generai public economic interests, 
Gosbank, in the process of its account and credit operations, is entrusted 
with reviewing the activities of enterprises, associations, and agroindustrial 
complex elements with regard to economizins; on material resources, observing 
financial discipline. Gosbank also reviews the correspondence of actual 
outlays to established norms, and the correctness of allocations from profits 
to economic stimulation funds because of savings in material resources. 
Systematic and effective review [kontrol’' |, and further improvements in the 
national economy's credit and account system should be actively utilized 

to strengthen the planned influence of money turnover upon the saving of 
material resources, which has now become one of the most important reserve: 
for economic growth. 


COPYRIGHT: "Den'gi i Kredit", 1983 
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REGIONAL DEVELOPMENT 


DEVELOPMENT OF USSR LOCAL BUDGETS 
Moscow FINANSY SSSR in Russian No 3, Mar 83 pp 46-51 


{Article by M. V. Vasil'yeva: "Development of USSR Local Budgets and Their 
Rule in Performance of Socioeconomic Tasks"!} 


[Text] The 26th CPSU Congress set the task of increasing the role of finan- 
cial-credit levers in the intensification of production, in strengthening cost 
accounting (khozraschet), and in tightening the economy regime. The questions 
of the future development of the budget and the budget system of the Soviet 
state are taking on particular urgency on that basis. 


in our time the status of the USSR State Budget in the system of socialist fi- 
nance has become still more solid. Figuring as the country's basic financial 
plan, it guarantees implementation of the party's economic policy in all the 
financial plans of the economy. At the present time the budget is used for 
concentrating and distributing more than 65 percent of the state's financial 
resources. Its volume increases every year. Whereas in the first postwar 5- 
year period budget expenditures for the country’s socioeconomic development 
amounted to 198.2 billion rubles, in the ‘lOth Five-Year Plan they rose to 


1,312 billion rubles. 


In a socialist society the budget performs an important function in regional, 
intrasectoral and intersectoral distribution and redistribution of the gross 
social product and national income, and it concentrates resources for the 
pace-setting development of the most important sectors of the economy. 


In committing huge resources to the country’s further socioeconomic develop- 
ment, the party and government set the task of using these resources with 
maximum efficiency and thrift in order to obtain ever higher final results 
from them. The report address of the CPSU Central Committee to the 26th party 
congress emphasized: ‘Intensification of the economy and raising its effi- 
ciency, if we translate this formula into the language of practical affairs, 
consists above all of a faster growth of the results of production tr. a of 
production costs so that it is possible to obtain more by applying compara- 


tively fewer resources to production.”* 





* "Materialy XXVI s"yezda KPSS" [Materials of the 26th CPSU Congress], Mos- 
cow, Politizdat, 1981, p 40. 
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The budyvet is an important means of monitoring the rise in the efficiency of 
social production and adherence to the economy regime in expenditure of the 
resources of the state. Financial monitoring vigorously promotes the search 
for and activation of unused potential within economic entities and more eco- 
nomical and optimum use of society's physical, labor and money resources. 


In all stages of building socialism and communism the budget has been actively 
used to carry out a unified economic and financial policy and to concentrate 
financial resources along the main lines of the country's socioeconomic devel- 
opment. Back in 1981 at the All-Russian Congress of Representatives of Fi- 
nance Departments of Soviets V. I. Lenin said: "We need financial centraliza- 
tion, we need concentration of our energies; unless these principles are im- 
plemented, we will not achieve economic transformations...."'* 





Lenin's instructions about building up the Soviet budget system are being im- 
plemented consistently. Local budgets have played and are continuing to play 
an important role in the birth and development of the budget system. In ac- 
cordance with V. IL. Lenin's instruction, the affairs pertaining to the organi- 
zation and development of local budgets were placed on the same rank with pri- 
ority tasks of the greatest importance. Great importance has been attributed 
to these matters from the first days of formation of the Soviet state. The 
foundations of the structure of the budget system were laid down even in the 
1918 RSFSR Constitution; they consist of unification of state revenues and ex- 
penditures of RSFSR in a statewide budget, centralization of the management of 
finances, division of revenues and expenditures into statewide (obshchegosu- 
darstvennyye) and local, and strict regulation of budget planning. In 1918 
the Sovnarkom [Council of People's Commissars] adopted the "Regulation on 
Money Resources and Expenditures of Local Soviets," which provided for the 
following: formation of independent budgets, the list of revenues, the sys- 
tem for their establishment and collection, procedure for compiling and ap- 
proving the advance estimate of a»penditures, and provisions concerning the 
taxes which may be collected to meet the needs of local soviets. 


The difficulties caused by the foreign intervention and the civil war tended 
to put the economy on a barter basis and resulted in sizable issue of money, 
and reduction of the role of taxes in value form. But even under these compli- 
cated conditions the state paid a great deal of attention to building the bud- 


get system. 


After the civil war was over, when the transition was made to the New Economic 
Policy, payment for services and taxation were reinstituted at the local level. 
In August 1921 the Sovnarkom issued a decree entitled "On Locai Money Re- 
sources,’ under which deductions from state taxes were left to the disposition 
of guberniya ispolkoms, and they were also granted the right to introduce lo- 
cal taxes and levies. These measures gave local authorities greater motiva- 


tion to mobilize additional revenues. 


The beginning of the twenties was a period of recovery and economic develop- 
ment for the young Soviet state, a period of consolidation of finance and 





* VY. I. Lenin, "Polnoye sobraniye sochineniy"” [Complete Works], Vol 36, p 35l. 
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accumulation of financial resources. In October 1921 the VTsIK [All-Russian 
Central Executive Committee] adopted a decree aimed at putting order into the 
country’s financial operations. Narkomfin [People's Commissariat of Finance] 
was made responsible for one of the most important tasks, that of augmenting 
revenues in every way anc of enforcing the strictest economy in the expendi- 
ture of resources. 


It was in those very years that the general principles governing organization 
of lecal budgets were defined. To be specific, decrees of VTsIK and the Sov- 
narkom entitled "On Local Budgets" and "On Local Money Resources," adopted in 
December 1921, elaborated the foundations of the budgetary rights of local so- 
tiets, the procedure for compilation and approval of budgets, and the makeup 
of their revenues and expenditures. 


In spite of measures to strengthen local budgets, their revenue base was still 
inadequate and the growth of expenditures not uncommonly led to deficits. A 
resolution of the |llth Congress of RKP(b) [Russian Communist Party (Bolshe- 
vik)] entitled "On Financial Policy" noted that there was a need "... to re- 
duce and then eliminate the budget deficit, to balance the budget by reducing 
state expenditures and to increase the inflow of state revenues...."* 


The All-Russian Congress of Financial Officials, held in October 1922, played 
an important role in organizing Soviet finance. Goals and tasks in the field 
of tinancial policy were defined in the light of the decisions of the ilth 
Congress of the RKP(b). In particular, attention was turned to the impermis- 
sibility of passing on additiona‘ expenditures to local budgets and the need 
to strengthen their revenue base. All these measures contributed to gradual 
elimination of the deficits of local budgets and to building stability into 


their revenue base. 


In November 1923 the session of TsIK SSSK [USSR Central Executive Committee] 
approved the "Temporary Regulation on Local Finances," which became a summary 
law unifying legislative acts issued previously and regulating the system of 
local budgets. This document formulated in clear-cut terms the basic budget 
rights of local soviets and stated precisely the makeup cf revenues and expen- 
ditures of their budgets, the procedure for introduction and collection of lo- 
cal taxes and levies, and procedure for compilation, approval and execution of 
local budgets. The measures taken by the state promoted a growth of local 
budgets. For instance, whereas in the 1922/23 budget year they amounted to 
279.5 million rubles, in the 1923/24 budget year they increased to 649.3 mil- 
lion rubles, or more than doubled. Over that same period the relative share 
of local budgets in the total size of the country's budget increased from 17.2 
to 23.5 percent, and revenues from nontax payments increased from 29.9 to 41.3 


percent. 


The system of local budgets consisted at first mainly of the budgets of the 
guberniyas as a whole. In the 1922/23 budget year independent budgets were 
also created in guberniya and uyezd cities, and introduction of volost budgets 
was outlined. A decree of the llth All-Russian Congress of Soviets entitled 





* "KPSS vy rezolyutsityakh" [The CPSU Through Its kesolutions], Vol 2, p 330. 
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"On Measures Concerning the Statewide and Local Budgets," adopted in 1924, en- 
visaged the need for volost budgets to be introduced everywhere in the very 
near future. Their creation was completed in the mid-twenties, which had 
great importance to expanding the participation of local soviets in the man- 
agement of economic and cultural construction in rural areas. 


The initial period of organization of local finances in the country was com- 
pleted in 1924, The 2d Congress of Scviets, held in February, adopted a spe- 
cific decree entitled "On Measures in the Domain of the Financial Policy of 
the USSR." That document paid particular attention to local budgets specifi- 
cally to strengthening their revenue base and to more intensive use of nontax 
revenues. In October 1924 the system of dual financing from the state budget 
and local budgets was abolished, procedure for collection of local taxes and 
levies was simplified, their number was reduced by lumping together taxes of 
the same kind, and the system of subventions was introduced. 


The foundations of the budget system which had taken shape by that time were 
get forth in the 1924 USSR Constitution, which defined its most important 
principles, which consisted of centralization of the budget system, its unity, 
democratic centralism and consistent implementation of Lenin's nationality 


policy. 


In subsequent years improvement of the organizational and legal foundations of 
the budget system continued. In April 1926 a new "Regulation on Local Fi- 
nances,'’ which was a nationwide law, was adopted. The union republics were 
granted broader rights both in the management of local finances and also in 


legislation concerning local budgets. 


Regulations on local finances were issued in all union republics on the basis 
of the nationwide legislation. The broadening of the rights of the union re- 
publics in the domain of financial and budget affairs promoted a further de- 
velopment of local budgets and enhancement of their role in financing the 
economy and social welfare and cultural measures. For instance, in the period 
f economic recovery the volume of expenditures of local budgets rose sharply: 
in the 1925/26 budget year to 1,212.2 million rubles. At the same time there 
was a change in the quantitative relationship among local budgets: an in- 
crease in the relative share of city (from 31.4 percent in the 1923/24 budget 
year to 43.7 percent in 1925/26) and lower budgets (from 8.5 to 22.5 percent), 
while the share of guberniya and uyezd budgets decreased correspondingly. 


The further evolution of the system of local budgets is associated with the 
development of city budgets. In 1928 the basic principles were adopted on or- 
ganization of city soviets in the country, and they called for the formation 
of independent budgets in all cities and worker settlements. This measure 
made it possible to expand the activity of city soviets in the matter of more 
successful solution of the problems of the country's socialist restructuring 
and involvement of the city's workers in socialist construction. 


The next stage in development of the budget system is organically bound up 


with the policy of the party conducted in the domain of collectivization of 
agriculture. In that period the lower tier of the organs of Soviet power was 
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organized--the rural or village soviets. Tsik SSSR adoptec in February 1930 
basic principles concerning the organization of rural soviets, calling for 
formation of independent budgets in each of then. 


Thanks to the purposive activity of the party and government, local budgets 
have been developing at an accelerated pace. This can be seen vividly in the 


figures below: 


In Millions of Rubles 




















Purpose 1925/26 1929/30 Growth, Z 
Financing the economy 262.3 999 380.9 
Expenditures for social welfare and 

cultural measures : 496.5 1,425 287.0 
Expenditures for administration 360.8 529 146.6 
Miscellaneous expenditures 92.6 291 314.2 
Total 1,212.2 3,244 267.6 


These figures indicate that in 3 years expenditures of local budgets increased 
almost 2./-fold, and appropriations to finance the economy and social welfare 
and cultural measures increased substantially. 


At the same time efforts to solve the problem of the subventionary nature of 
local budgets were not entirely successful. As development of the lower tier 
of the budget system developed, then, reinforcement of its revenue base con- 
tinued. At the beginning of the thirties steps were outlined to further ex- 
pand the financial base of rayon and rural soviets, and the list of deductions 
from statewide revenues transferred to local budgets was revised. In 1936 
TsIK SSSR and USSR Sovnarkom adopted a decree entitled "On Expansion of the 
Sources of Revenues of Rural Budgets.” A number of sources of revenues were 
assigned to the rural budgets. The specific proportions of deductions cred- 
ited to rural budgets from certain state revenues and taxes were also estab- 


lished. 


The 1936 USSR Constitution was to be the most important piece of legislation 
establishing the country's budget system. It set forth the most important 
principle of the unity of the budget system, which has been a part of the sys- 
tem since the first years of Soviet power. Local budeets increased substan- 
tially. Their expenditures in 1936 were nearly sixfold greater than in 1930 
and reached 19.1 billion rubles. In that time appropriations for social wel- 
fare and cultural measures increased more than ninefold, and their relative 
share in the expenditures of local budgets increased from 43.9 to 67.3 per- 
cent. Thus local budgets took on a clearly pronounced social welfare charac- 


ter. 


But the revenues assigned to local budgets proved inadequate. Accordingly, a 
sizable portion of their expenditures were covered from statewide resources. 
For example, in 1938 local budgets received more than two-thirds of their rev- 
enues in the form of deductions from statewide revenues and taxes. To a cer- 
tain degree this situation detracted from the economic motivation of local 
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bodies of government to execute the budgets. Taking this into account, in 
1938 the USSR Supreme Soviet ordered the USSR Sownarkom to submit proposals 
for strengthening the “own” financial base of local budgets. But the drafting 
of these important measures was interrupted by the Great Patriotic War, and 
the revenue base of local budgets was regulated on the basis of state budgets 
adopted annually. After the end of the war excessive centralization of finan- 
cial resources at the direct disposition of the state had lost its importance. 
The tasks of economic recovery and peaceful construction required that broader 
rights be granted at the local level and that the initiative of local bodies 
of government be developed. Local budgets began to play an ever more impor- 
tant role in economic development, in the development of culture, and in rais- 
ing the prosperity of the Soviet people. 


A great effort was made in the sixties to improve budget legislation and to 
bring it into conformity with the new stage of social development. In the 
1959-1969 period the USSR Supreme Soviet and the supreme soviets of the union 
republics adopted the most important pieces of legislation which became the 
basis of present-day budget law in the country. They set forth the basic 
principles of the budget system, delimitation of revenues and expenditures 
among budgets, and the procedure for compilation, examination, approval and 
execution of budgets. 


Local budgets underwer: further development after the March and September 
(1965) Plenums of the CPSU Central Committee. The course was adopted toward 
improvement of the economic mechanism. The party line outlined was creatively 
developed in the decree of the CPSU Central Committee and USSR Council of Min- 
isters dated 12 July 1979. The economic reform conducted in the country re- 
quired improvement of budget planning and budget relations, and the system of 
payments into the budget was substantially revamped. 


The decisions of the 24th, 25th and 26th Congresses of the CPSU had particu- 
larly great influence on the activity of local soviets. A number of new 
pieces of legislation were adopted to enhance the role of local bodies of gov- 
ernment, to expand their powers, and to strengthen their material and finan- 
cial base, which unquestionably contributed to development of local budgets. 


For instance, in 1968 a ukase of the Presidium of the USSR Supreme Soviet en- 
titled "On Basic Rights and Duties of Rural and Settlement Soviets of Worker 
Deputies" was adopted. The measures envisaged in them were aimed at further 
enhancement of the role of local bodies of state power in handling the busi- 
ness of economic and cultural construction. The task was set of expanding and 
strengthening the economic base of rural and settlement soviets. It was an 
important factor that all supplemental revenues obtained in the execution of 
budgets and also the total amounts by which revenues exceeded expenditures at 
the end of the year were henceforth placed at the direct disposition of local 
bodies of government. Provision was also made for supplemental transfer of 
institutions and organizations serving the public to the budgets of rural and 
settlement soviets. All of this came to constitute an important organiza- 
tional measure aimed at broadening the rights and increasing the motivation of 
lecal authorities in strengthening and developing the financial base of the 
ispolkoms of rural and settlement soviets. 
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Ukases of the Presidium of the USSR Supreme Soviet concerning the basic rights 
and duties of city and rayon soviets and also a decree of the USSR Council of 
Ministers on strengthening their material and financial base, which were 
adopted in March 19/71, had great importance to further enhancement of the role 
of local bodies of government in economic and cultural construction. Among 
the measures defined by those pieces of legislation, to be specific, provision 
was made for transfer of enterprises and organizations serving the public of 
the given rayon or city to the jurisdiction of rayon and city soviets, relin- 
quishment of a portion of the profit of economic authorities under republic 
and oblast jurisdiction to the lower-level budgets. This promoted a further 
strengthening of the revenue base of rayon and city budgets, expansion of 
sources of financing and a growth of revenues and income placed at the dispo- 
sition of ispolkoms of local soviets for development of the local economy and 
to improve cultural and consumer services to the public. 


In accordance with the new legislation, in many union republics a large number 
of enterprises of local industry, municipal services, trade, consumer services 
for the public and other economic organizations under republic, kray and ob- 
last jurisdiction were placed under the jurisdiction of rayon and city sovi- 
ets. The large network of social welfare and cultural institutions was trans- 
ferred to rural and settlement soviets. All of this made it possible to con- 
centrate under the jurisdiction of local sov: cs those sectors of the economy 
serving the public, which tended not only to broaden the organizational and 
legal capabilities of the soviets in management of the local economy, but also 
to augment the financial resources of local budgets. 


fhe 1977 USSR Constitution has very great importance in the further democrati- 
zation of local administration. It states: "Within the limits of their pow- 
ers local soviets of people's deputies shall see to the comprehensive economic 
and social development in their jurisdiction; shall monitor enforcement of 
legislation by enterprises, institutions and organizations under higher juris- 
diction and located in their area; shall coordinate and monitor their activity 
in the domain of land use, conservation of natural resources, construction, 
use of labor resources, production of consumer goods, and the rendering of so- 
cial welfare and cultural, consumer and other services to the public."* 


Performance of measures aimed at expanding the coordinating and monitoring 
functions of local soviets and at strengthening their influence on the rise of 
the operating efficiency of enterprises and organizations located in their 
area has continued in recent years. For instance, the USSR law entitled "On 
the Basic Powers of Kray and Oblast Soviets of People's Deputies and of Sovi- 
ets of People's Deputies of Autonomous Oblasts and Autonomous Okrugs,” adopted 
in 1980, provided that a portion of the profit of enterprises and organiza- 
tions under republic jurisdiction is to be transferred to the budgets of krays 
and oblasts according to the same procedure previously established for city 
and rayon budgets. The new procedure is in effect in many union republics. 


In 1981 the CPSU Central Committee, the Presidium of the USSR Supreme Soviet 
and the USSR Council of Ministers adopted a decree entitled "On Further 





* "Konstitutsiva SSSR" [Soviet Constitution], Moscow, 1977, pp 41-42. 
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Enhancement of the Role of Soviets of People's Deputies in Economic Construc- 
tion.” Under that decree the financial base of local soviets was supplemented 
with additional sources. It provided that deductions from the water charge 
collected by industrial enterprises in water management systems in the propor- 
tion of 50 percent of the amount charged and also supplemental profit obtained 
by production associations and enterprises under union and republic (union re- 
publics) jurisdiction from the sale of highly effective new products and prod- 
ucts bearing the state Quality Emblem in the proportion of 10 percent of that 
profit subject to be paid into the state budget in accordance with legislation 
in effect would be transferred to the revenues of local budgets. 


A number of other measures were also carried out to further strengthen the rev- 
enue base of local budgets. 


All of these measures have made it possible to build for local budgets a sta- 
ble revenue base and by and large to solve the problem of their dependence on 
subsidies. Over the last 20 years local budgets have grown 2.6-fold. At the 
same time city, settlement and rural budgets have increased at a faster pace. 


The principal revenues of local budgets at the present time are shown in the 
table below: 


In Millions of Rubles 








Revenues 1970 1975 1980 
Turnover tax 12,468.0 15,795.9 17,402.0 
Payments from the profit of enterprises 

and economic organizations 6,001.0 8,076.2 10,824.9 
Income tax collected from cooperative 

and public organizations 981.4 1,226.6 1,429.9 
State taxes on individuals 5,521.2 8,001.4 10,318.3 
Local taxes and levies 842.0 988.7 1,129.2 
Proceeds from floating the State 3-Percent 

Domestic Lottery Loan 108.3 155.4 167.1 
Inflow of resources from money-merchandise 

lotteries 225.9 230.9 246.1 
Forest income 492.1 508.5 477.1 
Remainders of budget resources at the be- 

ginning of the year applied to covering 

expenditures 740.2 018.3 1,651.7 
Miscellaneous revenues 1,139.5 378.6 095.3 
Subsidies received from republic budgets 

of the un‘on republics 387.0 278.6 100.2 
Total 28 ,906.6* 37,668.1* 45,842.8* 





* Not including funds obtained from republic budgets. 


A great effort has also been made to improve budget planning. 











Since 1976 all 


rayon, city, rural and settlement budgets have been compiled with respect to 
basic (reference) indicators. The new procedure guarantees the most complete 
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combination of the principle of centralization in budget planning with inde- 
pendence and initiative of local soviets of people's deputies. It takes less 
time to compile the local budgets, the level of work done by financial agen- 
cies in keeping economic statistics and running checks has risen, and revenues 
and expenditures of budgets have begun to be determined more soundly and cor- 
rectly. Compilation of draft budgets for the principal (reference) indicators 
in a number of republics (UkSSRK, KaSSR, AzSSR, KiSSR and TaSSR) has begun to 
be applied to the budgets of oblasts ag well. Much attention is being paid to 
improving the style and methods of financial agencies and to guaranteeing exe- 


cution of budgets. 


Measures to strengthen the financial base of local bodies of government have 
substantially and authentically enhanced their role in performing socioeco- 
nomic tasks of society and in carrying out measures related to improvement of 
the material prosperity and cultural level of the Soviet people. At the pres- 
ent time their activity is directly related to active participation in the 
comprehensive economic and socia! development of administrative units, to mo- 
bilization of very large money resources and to financing the economy and so- 
cial welfare in cultural measures. 


Local budgets are the largest unit in the country's budget system. As of 
1 January 1982 their number exceeded 51,000. The share of local budgets rela- 


tive to the USSR State Budget is about 15 percent. 


The table below gives the dynamic pattern and structure of expenditures from 
local budgets in the seventies: 


In Millions of Rubles 














Expenditures 1970 1975 1980 
For the economy 8,158.0 11,809.0 14,575.9 
Including 

Industry 278.8 363.8 474.9 

Housing and municipal services 6,281.5 8,592.1 10,479.4 
Social welfare and cultural measures 19,365.11 24,686.5 30 ,068.5 
Including 

Education and science 10,856 .6 13,981.7 16,253.3 

Health and physical education 8,060.5 10,041.5 12,961.7 
Administration 716.3 898.5 1,144.9 
Miscellaneous expenditures 590.4 1,002.1 1,602.3 
Total 28,829.8  38,396.1 47,391.6 


Thus outlays for education and health have the greatest significance in expen- 
ditures from local budgets. These are above all appropriations for general 
education and upbringing of children and adolescents, training of personnel 
with secondary qualifications, maintenance of cultural and educational insti- 
tutions, therapeutic and preventive institutions and other h alth institu- 
tions, performance of measures related to physical education and athletics, 
and certain others. More than 85 percent of expenditures of the USSR State 
Budget for health is financed from local budgets. Between 1970 and 1980 





appropriations for these purposes from local budgets increased from §.1 bil- 
lion rubles to almost 1|3 billion rubles. The share of local budgets was 
higher than 50 percent of total expenditures for education. Moreover, their 
absolute volume is growing every year. Whereas in 1970 10.9 billion rubles 
were appropriated from local budgets to education, the figure in 1989 was 16.3 
billion rubles. The relative share of expenditures of local budgets envisaged 
to finance social welfare and cultural measures in 1982 exceeded 68 percent of 


their total. 


The role of local budgets in financing the economy is important. For instance, 
in the years of the 9th Five-Year Plan 50.7 billion rubles were committed to 
financing local industry, housing and municipal service, consumer services to 
the public, and other measures to develop the local economy, and in the 10th 
Five-Year Plan these appropriations increased to 69.i billion rubles, a growth 
of i.4-fold. The largest share in these outlays is taken up by expenditures 
for housing and municipal services. Their share in total expenditures from 
the state budget for these purposes was 96 percent in 1982. 


All of this indicates that the budgets of soviets of people's deputies have in 
the years of Soviet power become a stable and steady financial base ensuring 
through finances the consistent realization of the party’s socioeconomic pro- 
gram at the local level and a further rise in the material and cultural level 


of living of the population. 
Enhancement of the role of soviets of people's deputies in the present stage 


has been clearly expressed in the Basic Directions for the Economic and Social 
Development of the USSR Over the Period of 1981-1985 and up to the Year 1990. 


COPYRIGHT: "Finansy SSSR", 1983 
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CSO: 1820/84 
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REGIONAL DEVELOPMENT 


REGIONAL COMPARISONS OF PRODUCTION EFFICIENCY FICURES 
Moscow EKONOMICHESKIYE NAUKI in Russian No 2, Feb 83 pp 34-40 


{Article by P. Oktyabr'skiy, docent, candidate of economic sciences, Lenin- 
grad! 


{Text} Ome of the important directions of research into the problems of the 
efficiency of social production is the problem of regional comparisons of ef- 
ficiency figures. The urgency of this problem is determined above all by the 
fact that the functioning of the unified complex of the national economy pos- 
tulates the need to pay closer attention to regional aspects of planning, man- 
agement anc accounting. It is practically impossible to make a direct com 
parison of summary production efficiency figures of even two regions because 
of differences in the sectoral structure from region to region. One must re- 
sort, then, to using regional index numbers. In the first stage of the study 
sectoral regional efficiency indices are calculated by comparing the sectoral 
figures of the regions. The calculation is made onlv for sectors represented 
in both regions. Then the overall regional index is found; it is computed as 
the arithmetic average of the sectoral indices, weighted with respect to a 
standard sectoral structure of industry which is the same for both regions. 

It is not mandatory here to take as the standard an overall sectoral structure 
(for example, the structure for all of industry). One can use the sectoral 
structure as a city or oblast if the comparisons do not extend beyond the lim 


~ * 


its of those administrative units. 


Selection of the weight in computing the overall regional index depends on the 
indicators being compared. In 4 comparison, for example, of labor productiv- 
ity, the average sectc.al number of industrial production personnel proper is 
taken as the weight, but in comparing the output-capital ratio it is the value 
of the capital. A comparison of any indicators of cost effectiveness is based 
on the structure of production inputs (costs), and a comparison of indicators 
of cost intensiveness of production is based on the structure of the value of 


output. 


Thus regional indices, say, of cost effectiveness figures of Region A in a 
comparison with Region 8 are calculated according to these formulas: 


I #= ti -d . If td = 1; (1) 
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I = (fi -d )/Id » if Id < l. (2) 


© e.o Z.st Z.st 


The indicator of the standard spectral structure with respect to costs is cal- 
culated for both cases according to the formula: 


qo st = Z.st/iz_. (3) 


In these formulas S,. is the overall regional index of cost effectiveness of 


Region A in a comparison with Region B; i. 9 sectoral regional indices of 


cost effectiveness; d, st indicator of the standard sectoral structure with 


respect to cost; Z.,~~level of costs of the given sector in the standard struc- 


ture; top total costs of all sectors in the standard structure. 


We will make a comparison of production efficiency for the year in the indus- 
try of two rayons (A and B) of the same city with a relatively similar sec- 

toral structure of production and approximately the same quantitative charac- 
teristics of production (that have 26 and 28 enterprises and associations, re- 


spectively). 


The comparable group of sectors in the rayons selected included the electric 
power industry (code number of the sector in the classification 11100), ma- 
chinebuilding and metal manufacturing (14000), timber, woodworking and pulp 
and paper industry (15000), light industry (17000), food industry (18000), 
printing industry (19400), and other industrial production operations (19700). 


We will make a comparative analysis of the following indicators of efficiency: 
a summary indicator (the ratio of gross output to the total costs of producing 
it); expenditures of live labor (the ratio of net output to expenditures to 
pay for live labor); the share of inputs of fixed and working productive capi- 
tal in total costs; labor productivity (ratio of net output to the number of 
industrial production personnel proper); and the output-capital ratio (ratio 
of net output to the value of fixed capital). Since the comparisons are being 
made within a single city, the sectoral structure of that city's industry is 


taken as the standard structure. 


Table 1 gives the values of the indicators of production efficiency of the two 
rayons being compared and the standard sectoral structure.* 


We calculate the regional index of the summary indicator of cost effectiveness 
figures, describing the correlation of production efficiency in the industry of 


rayons A and B: 





* In the absence of data on production costs in the branches of the city's 
industry, indices of the indicators of cost effectiveness (the summary indica- 
tor and the indicator of the efficiency of expenditures of live labor were 
computed according to a structure made up on the basis of the size of the work 


force. 
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(1.173/4.177) © (0.67/91.49) + €1.417/1.364) + (66.47/91.49) + (1.213/1.324) - 
(3.32/91.49) + (1.161/1.170) + (13.21/91.49) + (1.182/1.051) +¢ (4.74/91.49) + 
(1.196/1.465) © (1.51/91.49) # (1.328/1.252) + (1.57/91.49) = 0.997 + 0.007 + 
1.039 + 0.727 + 0.916 + 0.03% + 0.992 + 0.144 + 1.125 + 0.052 + 0.816 + 0.016 + 
1.061 + 0.017 = 0.007 + 0.755 + 0.034 + 0.143 + 0.058 + 0.014 + 0.018 = 1.029. 


Table 1. Sectoral indicators of Production Efficiency for the Comparable Group 
of Sectors of Industry in Rayons A and B* 
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* Two lines of figures are given for each sector of industry: the upper one 
is tor Rayon A, and the lower for Rayon B. 


Key: 1. Code number of the sector 
2. Indicators of cost efficiency 
3. Summary indicator 
4. Live labor 
>. Share ot inputs of fixed and working productive capital 
6. Productivity of labor, rubles/person 
7. Output-capital ratio 
8. Sectoral structure of the city’s industry, Z 
9. With respect to the size of the work force 
lO. With respect to the value of fixed capital 


The calculations show that the efficiency of industrial production as a whole 
is 2.9 percent higher in Rayon A. Although this rayon surpasses the second 

one in only three of the seven sectors compared, its superiority in machine- 
building and metal manufacturing proved decisive. The sectoral index here was 
1.039, which, when the weight of that sector was taken into account 
({[66.47/91.49] + 100 = 72.7 percent), accounted for 73.4 percent of the abso- 
regional index ([{1.039 +« 0.727]/1.029 = 0.755/1.029 = 


lute value of the overal! 


0.734). 


Rayon A also leads with respect to both components of the summazy indicator of 
efficiency--the efticiency of expenditures of live labor and the share of 
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inputs of fixed aid working capital in total costs. With respect to the 
former it surpasses Rayon B in five sectors, and as a whole it is ahead by 
22.1 percent (the regional index here is 1.221). With respect to the latter 
indicator Rayon A is ahead in four <_ot but its overall superiority with 
respect to this characteristic is only 1.4 percent (the sectoral index for 
machinebuilding and metal manufacturing is 0.991, for light industry it was 
-072, where the weight of the sector is 14.4 percent). Calculations o: the 
egional indices of labor productivity and output-capital ratio show that 
ayon A was ahead by 11.8 percent in net output per worker and ahead by 28. 
percent with respect to net output per ruble of fixed capital. 


| ry -— 


Yet if one is to draw sufficiently sound conclusions concerning the predomi- 
nance of intensive or extensive patterns of industrial development in a rayon, 
one must compare indicators at the level of the subsectors of industry. In 
this case the group of objects of comparison is eliminated by omitting those 
of them which are represented in only one of the rayons being compared. for 
instance, if in a comparison cf the sectors all of Rayon A's industry (26 en- 
terprises) and 88 percent of the volume of industrial output of Rayon B (22 
enterprises) were comparable, at the level of the subsectors this share is re- 
duced to &3.5 percent in the former (19 enterprises) and 56.3 percent (13 en- 
terprises) in the second rayon. 


Table 2 gives the figures on the comparable group of subsectors of industry of 
the two rayons necessary for the subsequent calculations of the regional in- 
dices and the subsectora. structure of the city’s industry corresponding to 
the standard. This group included 10 subsectors: thermal electric power 
plants (code number 11119), machinebuilding (14100), motor vehicle industry 
(14346), machine and equipment repair (14900), woodworking industry (15200), 
textile industry (17100), garment industry (17200), food processing industry 
(18100), printing industry (19400) and other industrial production operatiois 


(19700). 


The overall regional index of the summary indicator of cost effectiveness is: 


(1.173/1.177) ¢ (0.67/83.85) + (1.360/1.193) * (61.70/83.85) + (1.410/1.328) + 
(0.80/83.85) + €1.522/1.272) + (2.93/83.85) + (1.213/1.114) + (2.40/83.85) + 

1 150/ 1.080) + (5.69/83.85) + (1.131/1.249) + (3.89/83.85) + (1.182/1.147) » 
(2.70/83.85) + (1.196/1.465) © (1.51/83.85) + (1.328/1.252) + (1.56/83.85) = 
0.997 + 0.008 + 1.140 + 0.736 + 1.062 + 0.009 + 1.196 + 0.035 + 1.089 + 0.029 + 
1.065 + 0.068 + 0.905 + 0.046 + 1.030 + 0.032 + 0.816 + 0.018 + 1.061 + 0.019 = 
0.008 + 0.839 + 0.009 + 0.042 + 0.032 + 0.072 + 9.042 + 0.033 + 0.015 + 0.020 = 


12, or +11.2 percent (in the sectoral comparisons the index was 1.029, or 


+2.9 percent). 


Seven of the 10 subsectors included in the calculation of the index in Rayon A 
have a higher level of production efficiency. 


The regional indices of indicators of the efficiency of expenditures of live 
labor (1.226 as against 1.221 in the first calculation) and of labor produc- 
tivity (1.087 as against !.118) calculated for the subsectors were close to 


the sectoral figures, and here again the tirst rayon leads in most of the sub- 


sectors. 


CD 
— 

















e ‘ ; : - - = - i. P -~ofe ~_ * 7 ‘ 
Table 2. inbsectora! Indicators of Production Efficiency With Respect to the 
* , | “a or _ < , s : a $ 4 4 . OD - . 4 
yaparable yup of Subsectors of Industry of Rayons A and 8B 
(7?) . | (7) 4s ctpyetype 
roo «'* o 4" —~— 7a yore 
tren . ~ 
-—-— ~ lem , — - -- ~~ --- 
A oyn i 
: py*% or 2 - ' '_e@r* 
4 4 * — : ; 
sacenuat > * 
fj | C 
4 417 4 {2 { 
— = A tl = Qo ads ~ » es —— =e | - - — » — Fh - = 4) 
; 
ae 
; ‘ ’ %, ) SA * r 
, j » th ty 10.07 
, J | ii ,049 i 
4 , ra ‘ +442 | a 
. J > $5). ty ; 57 74 
. 4 me $17) \ KS 
a - ’ 
$i/ moe F 43h | SOs 0 ah) i 4a 
+i or, ‘ , ' 
| 3% “$7 OT 0638 
' 
j ‘e,/ + 4) LBAZL 7 90) 
al ‘7 y ; j 
4 LAI 4's j j 
7 , ’ 
. ee — Apo 240 1.7% 
' { . Lal ' Wrei ') i365 
j 
” ’ - “~- 
4 as) » HA 4 Z 4 j 449 
al) 26 VI ) 452 
; ; ' } 7 Js o 
P| Pane y ' sa4 ; ne : LBS 059 
% » Ze 4642 2,736 
AZ 4 » 4 : iA) { 94 j » 4 253 
~ 4 ‘ , ¢ zZ J i i? 
i §h4 WIS S94 
, Zt54 0370 06 
‘ 7 f 7 ' 
‘* iy j 42 )44,: 
ID GO | O16 si 0,70 
' f 3777 07% hear 
o ; 4 
> A 4P a1 mh 
’ 
“** - o~ + 1 shies a 
xe ie IC 4 iu ,eT t 4 oU } ect ITs 
" P os - = — £. 
2 Indicators of t effectivenes 
; rmary j Aor 
* « i Ve j iDOT 
AA i - L sta. ¥ a I 
° rroguctivity I90OT, rud.es/person 
6 JUtput-catr 23i ratio 
7 : - -- - > o 4 ™ ‘2 * y 
/. Subsectora r re of the city’s industry, 7 
Oe ALTE resvpe 4 rhe size of the WOTrK rorce 
: et enor? ‘ af €44 ; a 4 1 
J i resve to @ Vaiue Of frixec capitai 


Ihe fact that the regionai indices of the three mo important indicators of 
t ds have the same direc- 
Cc 


tional tender nd en a certain proximity of va would seem to allow us 
to speak of 4 real superiority of the first rayon with respect to efficiency. 
é 


future can be placed under sus- 
n A surpassed Rayon B by 22.1 


picion. Whereas in the sectoral calculation Rayo 

percent with respect to the outout-capital ratio, when the index of that indi- 
cator was recalculated for the subsectors, it was even lagging by 6.8 percent 
(the index was 9.932). he latter value of the index of the output-capital 


y 4 s 4 
ld pé recognized as being more accurate, and we can therefore con- 
lude that the first rayon the rise of labor productivity in industry is 
mh an extensive basis--by increasing the capital-labor ratio. 
itage with respect to the output-capital ratio 


Rayon 5B nas tne undisputed adcvar 
tnis superiorit 2 illy important for machinebuilding). 

This kind of transformation of the regional index of the output-capital ratio 
- * / we? - rir bh - } r 7 ‘ + 
from 1.261 -932, is explained by the fact that in the makeup of compara- 
I - . s e t “ - . P “ - / L. 4 » 7 . . *’ 

ble sectors of Rayon A there were subsectors (machine tool and tool building 








industry, miscellaneous types of production operations in machinebuilding, the 
leather, fur and footwear industry) with a high level of the output-capital 
ratio which proved to be incomparable, while in the case of Rayon B it in- 
cluded the subsector of the fishing industry with the lowest indicator of the 
output-capital ratio within the food industry. This kind of heterogeneity 
cast doubt on the results of the first calculation. 


So far we have been comparing efficiency indicators of rayons so as to take 
into account the weight of the sectors and subsectors in a standard structure 
of a region's industry. In that kind of comparison machinebuilding and metal 
manufacturing, which have an extremely high weight in industry as a whole, 
prove to have the decisive impact on all the regional indices computed. As a 
result the indicators of the efficiency performance of other sectors proved to 


be "washed out.” 


It is advisable in this connection to make additional interregional compari- 
sons by means of a direct comparison of the averages obtained from the sec- 
toral (subsectoral) efficiency indicators. Obviously, even here only those 
sectors and subsectors should be included in the calculation which are repre- 
sented in both regions being compared. The specific nature of regional in- 
dices of this kind lies in the fact that they do not depend on the sectoral 
Structure and reflect the level of production efficiency achieved by the re- 


gion's industry as a whole. 


We will give the calculation of the indices of the summary indicator of cost 
effectiveness by the method indicated above: 


a) for the sectoral grouping: 


((1.173 + 1.417 + 1.213 + 1.161 + 1.182 + 1.196 + 1.328):7]/[(1.177 + 1.364 + 
1.324 + 1.170 + 1.051 + 1.465 + 1.252):7] = (8.670:7)/(8.803:7) = 1.239/1.258 = 
0.985 (at 1.029 when the standard sectoral structure is taken into account); 


b) for the subsectoral grouping: 


((1.173 + 1.360 + 1.410 + 1.522 + 1.213 + 1.150 + 1.131 + 1.182 + 1.196 + 
1.328):10}/{(1.177 + 1.193 + 1.328 + 1.272 + 1.114 + 1.080 + 1.249 + 1.147 + 
1.465 + 1.252):10] = (12.665:10)/(12.277:10) = 1.266/1.228 = 1.031 (at 1.112 


taking into account the weight). 


A comparison of the indices obtained with their previous values for the two 
deficiency indicators shows what a substantial influence the structural factor 


exerts. If we leave it to one side, the average level of production effi- 


ciency achieved in the sectors of industry of Rayon A is even somewhat lower 
than the same indicator of Rayon B. Simce this result could have been influ- 
enced by the heterogeneity of the sectors, the second index is more accurate. 
It confirmed the general direction with respect to production efficiency of 
the rayons, but the superiority of Rayon A proved in this case not so appre- 
ciable as in the comparison of summary indicators taking into account the 


standard weights. 








The analytical significance of these indices is obvious, but still we should 
emphasize their subordinate role; they serve the interests of a more thorough 
analysis of the regiona! indices of summary indicators. In addition, it is 
not always possible to calculate them. These calculations are allowable if 
the variability of the indicators being compared for the sectors (subsectors) 
of the two rayons does not exceed certain limits. It is precisely that which 
has made it difficult to make similar regional comparisons of indicators of 
the efficiency of expenditures of live labor, labor productivity and the out- 


put-capita! ratio. 


The problem can be solved to some extent by means of a prior grouping of in- 
justrial facilities of the regions, so that it is no longer the overall aver- 
ages of the indicators that are being compared, but group averages. Take as 
an example the indicator ot labor productivity W in a subsectoral breakdown, 
expressing it in thousands of rubles in ordér to simplify the calculations. 
We will give the ranked series of this indicator. 


Rayon A 2.6 3 ° 2 3 8 
3.1 3.6 a 


Rayon B 3.1 


4. 
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4 ° -4 
8 7 


4.7 5 7.4 7.6 9.5 
4.2 4. 5.0 6.1 9.2 
{n each rayon we identify subsectors with the lowest (under 4,000 rubles), av- 
erage (rrom 4,000 to 6,000) and highest (from 6,000 *ubles up) output per 
worker. in Rayon A the first group will include three subsectors (W = 3.2), 
the second--four (W = 4.7), and_ the third--three (W = 8.1); in Rayon B respec- 
tively--tive (W = 3.5), three (W = 4.6) and two (W = 7.6). Comparisons of the 
average group values of the indicator selected also confirm the superiority of 
Rayon A. Subsectors with average and high output predominate in it, whereas 
in Rayon & those with the lowest and average output predominate. Moreover, 
the values of the indicator of the second and third groups are also higher in 
Rayon A. It is clear then why the overall average for labor productivity here 


is also substantially higher (5.3 as against 4.6). 


Multidimensional grouping, which make it possible to take a sounder approach 
to making up homogeneous groups of subsectors and to make a more comprehensive 
evaluation of each of them from the standpoint of the effic*ency achieved, are 
of particular interest in this context. The indicators of e.ficiency used in 
comparisons of the rayons which were enumerated above can serve as the basis 
of this grouping of subsectors of the rayons. The summary indicator of cost 
effectiveness performs the role of the resultant indicator. In every region 
two groups meeting the requirements of the respective criterion of homogeneity 


must be made up. 


Without going over the entire technique of multidimensional grouping, we will 
give a table of its resuits in which we give the efficiency indicators ob- 
tained for homogeneous groups of subsectors of Rayons A and B (Table 3). 


Thus the multidimensional grouping also confirmed the overall superiority of 
Rayon A in the domain of production efficiency. Only with respect to the 
share of inputs of fixed and working productive capital in total costs ii: 
Group 1 and with respect to the output-capital ratio in Group II is the »ri- 
macy of Rayon B observed. On the whole this rayon leads only with respect tz 











the output-capital ratio, as also shown by the regional indices computed above. 
But the multidimensional grouping makes an adjustment in the output~capital 
ratio: in Group I the output-capital ratio is much higher (twofold) in Rayon 
A, but Rayon B has a still greater advantage (2.6-fold) in Group II. 


Table 3. Comparative Characteristics of the Indicators of Production Effi- 
clency for Homogeneous Groups of Subsectors of Industry of Rayons 








A and B* 
“ancao toa .. R.... > = ID Dent MBHOKTS Mpowsmoan O66 mamund noma 
Il pyone esnacact sw npowseoact satpet musoro TCALHOC TY Dow rvwraata VaTeAe 9OOcCaTHs 
paca — « — Tpyas Tpyae moctn saTpat 
(1) 1 (2) | CS (4) (3) (6) (2) 

J 6 0,711 2,162 3,433 1,307 1,305 
0,996 1,165 1,012 2,042 1,050 

7 0,714 1,855 3,786 0,640 1,243 

4 0,937 4,385 7,475 0,476 1,208 
i 1,013 1,018 1,121 0380 1.0/4 

3 0,925 4.308 6,667 1,253 1,191 























* In the figures on the sectors of industry, as in Tables 1 and 2, the upper 
line of figures pertains to Rayon A, and the lower to Rayon B. Between the 
figures pertaining to Rayon A and Rayon B the ratio between them is given. 


Groups 

Number of subsectors 

Share of inputs of fixed and working productive capital 
Efficiency of expenditures of live labor 

Labor productivity 

Output-capital ratio 

Summary indicator of cost effectiveness 


Key: 
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The groupings proposed have their own peculiarities. Since the numerical val- 
ues of the indicators selected serve as their basis, the paired groups of the 
two rayons which have been made up prove to be different both with respect to 
the number of subsectors and also with respect to the makeup of the subsectors 
included. Consequently, it is a different principle of regional comparisons 
that is now being applied here. Instead of comparisons of indicators for the 
game sectors (subsectors), which are then summarized at the regional level, 
group averages are compared. Without detracting from the analytical impor- 
tance of such calculations, we still assume that the problem posed is solved 
most consistently when the objects of the comparison are the same. 


Sometimes the variability of the indicators from subsector to subsector can be 
smoothed out if we consolidate the subsectors being compared in the two rayons 
into sectors and again move on to comparisons at that level. But now the ho- 
mogeneity of the sectors is ensured. In our case this does not help with re- 
spect to labor productivity, since the highest variability of this indicator 
is observed outside the limits of the subsectors which can be consolidated. 
The coefficients of variation even increase somewhat: from 39.3 to 40.3 per- 
cenit in Rayon A and from 38.1 to 41.4 percent in Rayon B. 
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ators re- 


taining their meaning for any distribution series. The estimate (Z) is calcu- 
lated as the ratio of the deviation of the actual value of the indicator from 
its average value to the mean square deviation for that indicator. Such esti- 
mates are not very convenient for practical use, since they contain decimal 

d may be both positive and also negative. It is better to use esti- 
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and then increased by 59. These will be 
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whole did not alter the relationship between the rayons. 
of Rayon A with respect to this indicator dropped noticeably (from 
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basis of the regional index to 2.2 
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8.7 percent 


the basis of T-esti- 


two rayons made with respect to various effi- 


ciency indicators and by various methods definitely show that although the re- 
lationship between the rayons changes somewhat in a number of cases, on the 


higher production efficiency in the industry of Rayon A. 


future. 


whole we can speak of 
At the same time, as shown by certain adjustment calculations, this superior- 
ity is not great, and the state of affairs could change in the 
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In conclusion we em»hasize once again that 
averages for sectoral efficiency indicators and 
provisional estimates of the indicators are all 


auxiliary role in analyzing regional indices of 


into account a standard sectoral structure). 
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REGIONAL DEVELOPMENT 


NEW ECONOMIC REGION FORMED 
Moscow EKONOMICHESKAYA GAZETA in Russian No 11, Mar 83 p 14 


[Article by N. Kopylov, head of the department of economic geography of the 
Moscow Financial Institute] 


[Text] In accordance with the decree of the USSR Council of Ministers on re- 
vision of the country's economic regionalization (November 1982) a new region 
has been formed--the Northern Economic Region consisting of Arkhangelsk, Vo- 
logda and Murmansk Oblasts, Karel ASSR and Komi ASSR, which were previously 
part of the Northwest Economic Region. At the same time it has been decided 
that the Bashkir ASSR will now belong not to the Volga, but to the Ural Eco- 


nomic Region. 


Thus the present economic regions are the Northern, the Northwest, the Central, 
the Volgo-Vyatka, the Central Chernozem, the Volga, the Northern Caucasus, the 
Ural, the West Siberian, the East Siberian, the Far Eastern, the Southwestern, 
the Donetsk-Pridnerrovsk, the Southern, the Transcaucasian, the Central Asian, 
the Kazakh, the Belorussian, and the Baltic Economic Regions; Moldavian SSR is 


taken separately. 


The revision of the network of economic regions was aimed at improving re- 
gional planning of the USSR's economic and social development. This kind of 
revision is related to changes in the specialization of regions, the emergence 
of centers of economic gravitation and connections, and the formation of essen- 
tially new regions within extensive regional economic associations. 


The accelerated development of the productive forces in the autonomous repub- 
lics and northern oblasts, the creation there of many industrial centers and 
industrial parks and formation of the Timan--Pechora TPK [Regional Industrial 
Complex], and the greater complexity of the regional structure of the economy 
have made it an objective necessity to sicgle out the Northern Economic Region. 


The Northern Economic Region (area 1,466,000 square kilometers, pcpulation 5.7 
million) plays an important role in the int«rregicnal division of labor. It 
accounts for a sizable portion of the output in the country of branches of the 
timber industry and ferrous and nonferrous metallurgy. 
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Murmansk Oblast produces 100 percent of apatite concentrates used for the pro- 
duction of the most valuable fertilizers--superphosphates. The Northern Re- 
gion, which possesses the large vear-round seaport at Murmansk and the Arkhan- 
gelsk Seaport, takes an active part in foreign economic relations. 


Its sizable resource potential (coal, petroleum, natural gas, ores of nonfer- 
rous and ferrous metals, deposits of apatites, the largest timber and water 
resources in the European part of the country, and the fish resources of the 
seas) makes it possible for the Northern Economic Region to count on good 
prospects for economic development. In the years of the lith Five-year Plan 
the production of pulp, paper and other products the country needs wili in- 
‘rease here on the basis of thorough processing of wood. There will be an in- 

in the production of paper by the Syktyvkar Timber Industrial Complex, 
the largest in Europe. There will be a still larger growth of the capacities 
of the Cherepovets Metallurgical Plant, and formation of the Timan--Pechora 
TPK will continue. 


Many tasks in the economic development of the regions of the North are being 
performed under extreme natural and geographic conditions, in areas sparsely 
settled, where the level of development of infrastructural sectors is low, and 
this in turn necessitates a different approach and different yardsticks in solv- 
ing the problems that arise than in the old industrial regions. 


fhe Northwestern Region, consisting of Leningrad, Leningrad Oblast and Novgo- 
rod and Psxov Oblasts, is one of the largest producers of the products of the 
manufacturing industry--the most highly complex machinebuilding (machine tool 
ouilding, production of powerful turbines and generators of various kinds, 


ships, opticomechanical products, and electronics). Leningrad is among the 
important centers of scientific-technical progriss and for training personnel 
with high qualifications for all sectors of the economy. 

Optimum division of labor among the country's regions and regional economic 


proportions are estab!ished by means of economic regionalization. That is why 
improving the network of economic regions ultimately contributes to increasing 
the efficiency of social production. 
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